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INTRODUCTION TO THE FIVE YEAR INDEX 
VOLUMES 21-25, 2000-2004 





This is the fourth printed index of the Strategic 
Management Journal to be published in the life of 
the journal. The first such index covered Volumes 
1-10, the second, Volumes 11-15, the third, 
Volumes 16-20, and this, the fourth, Volumes 
21-25. We are now completing Volume 27 of the 
SMJ and it won’t be long before another five years 
are covered. As we move ever faster to electronic 
publication, this may very well be the last such 
printed index the SMJ will publish. Computer- 
aided searches of electronic files have much to 
commend them, especially as electronic versions 
of the journal become ever more widely available 
to scholars around the world. Your comments on 
the desirability of continuing a printed index would 
be helpful advice to the new editors. 

This is the last issue of the SMJ for which I 
will serve as Editor-in-Chief. While I will remain 
involved as the Founding Editor and as Consulting 
Editor, the contents of the journal and the policies 
under which it operates will be led by three Co- 
Editors, all of whom have served the SMJ well 
as members of the Editorial Board and more 
recently as Associate Editors. You know them, but 
let me list them here: Richard A. Bettis of the 
University of North Carolina at Chapel Hill, Will 
Mitchell of Duke University, and Edward J. Zajac 
of Northwestern University. The SMJ will be in 
good hands with these three established scholars. 
I know you will give them the same, fine support 
given me during my tenure with the SMJ. 

Over the past year, we have established 
the office of Managing Editor for the SMJ 
(and the forthcoming new journal, Strategic 
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Entrepreneurship Journal, SEJ). Lois Gast has 
been in the position of Managing Editor since 
October 2005 and is serving us al’ very well. We 
are also establishing new copy- and proof-editing 
capacity through the Managing Editor’s office. The 
addition of the Managing Editor and the editing 
capability will replace the work provided over 
these many years by Mary Lou Schendel, who 
has served alongside me since the conception of 
the SMJ in 1978 and its first publication in 1980. 
Her work has been exceptional, even discounting 
my natural bias, and I know my long association 
with the SMJ would not have happened without 
her! The success of the SMJ owes so much to her 
dedicated work over the years. 

Since our inaugural issue in January 1980, the 
SMJ has grown from a quarterly publication to its 
current schedule of 13 issues per year. Where we 
once published 400 printed pages per year, we now 
publish nearly 1300 pages per year. The journal 
itself has come from an unknown entry to a highly 
rated journal in the management field. Indeed, 
much has been accomplished over the years as the 
result of so many persons working hard as authors, 
referees, proof-readers, publishers, editors and all 
those who participate in the complex workflow that 
represents the management and editoriai challenge 
of becoming and remaining a high impact, peer- 
reviewed journal. 

An important challenge for those who regard 
themselves as management scholars, consultants, 
or teachers, those who implicitly accept the respon- 
sibility of developing and applying knowledge to 
the advancement of management practice, is to 
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remain at the forefront of the field of strategic 
management, and of management in general. This 
challenge is not easy to meet, nor the benefits eas- 
ily won. Part of meeting that challenge involves 
preserving and building the mechanisms this, or 
any field, use to collect, communicate, and archive 
what is learned. As a leading publication in the 
strategic management field, this journal is a part 
of that mechanism. Likewise, so is the Strategic 
Management Society, a sponsor of the SMJ, as are 
other journals and professionali associations inter- 
ested in our field. 

I think it will be harder to maintain the hard- 
won position of a leading journal than it was to 
attain the position in the first place. I'd like to say 
why I believe that, and in so doing express my 
opinions of what we need to do in our field to 
both continue to build knowledge and at the same 
time establish and maintain the field of strategy and 
strategic management as an entity separate from 
other contenders for the same intellectual space. 

Foremost among the responsibilities of a leading 
journal is maintaining the integrity of what it 
publishes and communicates to others. Peer review 
of material published is essential to building 
knowledge, and this review requires peers to 
actuaily do the work of evaluating work. Also, 
in a journal of high quality, it means offering, 
anonymously, ideas of developmental value in 
a timely way to authors and editors. There is 
no direct reward for peers other than the self- 
satisfaction they receive from the help they give 
to developing our field and its infrastructure. An 
important question to my peers: Are you ready 


to not only accept and benefit from the help of 


peer review for your own work, but also meet 
your responsibility of supplying that same help to 
others? It is essential that you be ready to do just 
that, or we will be less than what we can or need 
to be. My own experience tells me it is harder to 
get such willing, and competent peer review, and 
that represents a challenge for all of us. 

Let me call attention to the title of our journal, 
and in many cases the title we give to our field 
at most academic institutions, to the titles of our 
textbooks, to names we give to academic chairs, 
and the name we use in practice to label plans and, 


of course, the name of an essential component of 


management: strategic management. The success 
of strategic management theories, concepts, and 
their applications in practice has led to an attractive 
field, for academics, consultants, and practitioners 
themselves. These days, much reference is made 
to things “strategic” and our penchant for short 
cuts in language and communication has led to an 
emphasis on dealing with “strategy” and less on 
the second word, “management.” The former can 
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be abstract, academic; the latter involves processes, 
people, practice, the very stuff of management and 
making things happen. 

Our field involves both strategy and manage- 
ment. It is not solely theoretical, or academic, as 
Strategy alone can be, it includes application and 
problem solving in the real world including cop- 
ing with complex human behavior interacting in 
organizations of all kinds, sizes and locations. It 
is the combination that makes ours a unique field 
of theory, concept, and practice and denies those 
from other fields the claim that they are a part 
of strategic management. There are many from 
other fields who contribute to strategy, but none 
from these other fields really deal with managers 
and practice, leaving that chore to others. Along 
with this avoidance of management practice and 
application comes an assumption that it should be 
obvious to managers and practice how concepts or 
theories that emanate from other fields like eco- 
nomics, sociology, and psychology will be used 
by managers. The assumption is unwarranted. A 
continuing challenge for this journal and our field 
is to see to that evaluation of the value of ideas, 
concepts, and theories dealing with phenomena 
that managers encounter in the real world must 
be done, and the results must be published and 
made known if we are to advance our field. This 
means both negative and positive results need to 
be published. 

As you look at this index and its subject, or 
review the material in this journal and others, 
ask yourself whether we are doing enough with 
application, with actually using ideas in practice, 
with evaluating their value, with understanding 
how they can be taught to managers, and used by 
them. My own opinion is that we are not enough 
about evaluation and application. There are many 
aspects to such an evaluation that range from what 
we teach professional managers to whether the 
ideas actually work. There are many implications 
for what we write, what we publish, and how 
knowledge finds its way into practice, and most 
of these implications are not receiving sufficient 
attention by the scholarly community. We overlook 
that our field of strategic management is one 
of application and practice and we do too little 
to understand the contributions to society from 
improved management practice that must be rade 
to justify the scholarly inquiry and effort being 
made today. 

Consultants do a better job of application, but 
their competitive nature hinders them from freely 
contributing what they learn to our knowledge 
base and to our knowledge archives. Worse, 
some consultants and their firms do not readily 
accept a responsibility for knowledge creation 
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and communication as I believe they should to 
meet their professional obligation for developing 
the knowledge base they themselves profit from 
directly. 

This is not the place to develop a research 
agenda that includes extending the impressive 
thrust made in our field to application, but an 
example or two of what I think is needed can 
illustrate what I mean by more attention to 
management. Start by asking how many papers 
we publish that really develop the implications of 
research reported for managers? And while asking 
that question also ask how many managers are 
willing to try to read and understand the articles 
published in the SMJ and extend knowledge to 
their own practice of management? More should 
be willing to do so, and should be able to do 
so, but they need our help in education and 
in explaining and expanding the very articles 
themselves by connecting them to applications and 
practice wherever possible. 

Certainly one of the cornerstones of strategic 
management is the creation and maintenance 
of competitive advantage, something that every 
organization must do to survive. Yet, do we really 
have the metrics and measurement techniques 
available to help mangers assess advantage, either 
in its reality, or its potential? Is the metric for 
advantage “leading market share” in some vaguely 
defined space of similarly defined organizations 
seeking to serve an equally vague space of value 
seeking users or customers? Or does the metric lie 
in the notion of abnormal return as developed in 
financial economics ideas on CAPM and modern 


portfolio theory, or the economist’s notion of 


rent? Or still elsewhere? And how can these, 
or any other metrics, be objectively measured in 
practice? These metrics, and many others, are used 
in research, but are largely lacking evaluation in 
application. 

How close can we come to helping managers 
evaluate the difference between efficient operations 
and strategic efficacy? This is an old question, 
yet is a question that remains hard to answer. 
Can we say our research has devoted the attention 
to the question that its importance deserves? | 
think not. Here I am reminded of the desktop 
that in addition to the IN and the OUT basket, 
also displayed a TOO HARD basket. Are we 
putting tough problems that managers must deal 
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with in a TOO HARD basket? Is part of our 
ignoring hard problems itself owed to a self- 
serving preference for doable, finite projects of 
uninspired, publishable paper length, rather than 
of long-term program pursuit of hard answers, 
all to insure a CV of sufficient length to secure 
promotion and tenure? I would hope not, but the 
“rush to publication” motivation is mighty strong 
and leads to incremental advances and not enough 
leaps in our thinking. 

Such are some of my opinions concerning what 
more is needed to make our field more robust 
and relevant. And you may disagree. What you 
cannot disagree with though, is the progress that 
has been made in our field from the days of its 
definition as a capstone course meant to integrate 
knowledge that apparently only other functional 
areas laid down. While some still think of strategic 
management that way, they do so by ignoring 
research progress and by not taking the time to 
understand the significant research contributions 
made and the integration of knowledge from a 
wide spectrum of other fields that advance how 
we think about organizations and what it really 
takes to manage them successfully. Such ignorance 
always has arrogance as its companion. However, 
this journal that I am leaving after nearly 30 years 
of involvement attests to that progress. May the 
next 30 years take us much further into both theory 
and practice. Let us all work to that end. 

I must thank Lois Gast and Leesa Ogden for 
their contributions to the compilation of this five 
year index. This work is tedious and their patience 
with it and with me are appreciated. Of course, all 
the many professionals at John Wiley and Sons, 
our publisher, are owed thanks and recognition for 
all the work over the years that has made the SMJ/ 
what it has become. 

Finally, my _ thanks to 
contributions made to establish the SMJ as 
an important part of the field of strategic 
management’s infrastructure. It has been joy and 
a privilege to be a part of what the Strategic 
Management Journal has become and what it will 
contribute in the years ahead. For me it has been 
a labor of love and it has achieved far more than 
I ever thought possible. I look forward to seeing 
the achievements our field will make in the years 
ahead. 


everyone for the 
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Adner, Ron 


When Are Technologies Disruptive? A Demand- 
Based View of the Emergence of Competition 


Vol. 23, No. 8, August 2002, 667-688 


By identifying the possibility that technologies 
with inferior performance can displace established 
incumbents, the notion of disruptive technologies, 
pioneered by Christensen (1997), has had a 
profound effect on the way in which scholars and 
managers approach technology competition. While 
the phenomenon of disruptive technologies has 
been well documented, the underlying theoretical 
drivers of technology disruption are less well 
understood. This article identifies the demand 
conditions that enable disruptive dynamics. By 
examining how consumers evaluate technology 
and how this evaluation changes as performance 
improves, it offers new theoretical insight into 
the impact of the structure of the demand 
environment on competitive dynamics. Two new 
constructs—preference overlap and_ preference 
symmetry—are introduced to characterize the 
relationships among the preferences of different 
market segments. The article presents a formal 
model that examines how these relationships 
lead to the emergence of different competitive 
regimes. The model is analyzed using computer 
simulation. The theory and model results hold 


implications for understanding the dynamics of 


disruptive technologies and suggest new indicators 
for assessing disruptive threats. 
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Adner, Ron and Constance E. Helfat 


Corporate Effects 


Capabilities 


and Dynamic Managerial 


Vol. 24, Special Issue, October 2003, 1011-1025 


Corporate effects in variance decomposition 
capture heterogeneity of business performance 
derived from factors internal to firms at the 
corporate level. Most estimates of corporate effects 
do not include effects associated with fluctuations 
in returns over time, except insofar as_ the 
fluctuations affect the average corporate return for 
the time period in question. Exclusion of the time- 
varying dimension of the corporate effect makes it 
difficult to fully understand the effect of corporate 
strategy and the actions of corporate managers, 
particularly in response to a changing environment. 
The evidence in this article shows that within 
a single industry, where managers face the 
same external environment, time-varying corporate 
effects associated with corporate level managerial 
decisions are statistically significant. We introduce 
the concept of dynamic managerial capabilities to 
underpin the finding of heterogeneity in managerial 
decisions and firm performance in the face of 
changing external conditions. 


Afuah, Allan 


How Much Do Your Co-Opetitors’ Capabilities 
Matter in the Face of Technological Change? 


Vol. 21, Special Issue, March 2000, 387-404 
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Firms often lose their competitive advantage when 
a technological change renders their existing 
capabilities obsolete. An important question that 
has received little or no attention is, what happens 
to these firms’ competitive advantage when the 
technological change instead renders obsolete the 
capabilities of their co-opetitors—the suppliers, 
customers, and complementors whose very success 
may underpin that of the firm and with whom 
it must collaborate and compete. This paper 
explores the effects on a firm of the impact 
of a technological change on its co-opetitors. 
It argues that a firm’s post-technological change 
performance decreases with the extent to which 
the technological change renders co-opetitors’ 
capabilities obsolete. It uses detailed data on 
the adoption of RISC (Reduced Instruction Set 
Computer) technology by computer workstation 
makers to demonstrate the need to view resources 
as residing in a network and not in the firm alone. 


Afuah, Allan 


Mapping Technological Capabilities into Product 


Markets and Competitive Advantage: The Case of 


Cholesterol Drugs 
Vol. 23, No. 2, February 2002, 171-179 


While a lot of attention has been paid to those 
characteristics of capabilities that give firms a 
competitive advantage, a lot less attention has 
been given to supporting empirical evidence and 
to the deployment of these capabilities. This paper 
presents a model for mapping firm capabilities 
into customer value and competitive advantage in 
different markets. With empirical evidence from 
cholesterol drugs, I illustrate how the model can 
be used to estimate customer value and competitive 
advantage from technological capabilities. 


Ahuja, Gautam 
The Duality of Collaboration: Inducements and 
Opportunities in the Formation of Interfirm 


Linkages 


Vol. 21, Special Issue, March 2000, 317-343 


I argue that the linkage-formation propensity of 


firms is explained by simultaneously examining 
both inducement and opportunity factors. Drawing 
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upon resource-based and social network theory lit- 
eratures I identify three forms of accumulated cap- 
ital—technical, commercial, and social—that can 
affect a firm’s inducements and opportunities 
to form linkages. Firms possessing these capi- 
tal stocks enjoy advantages in linkages forma- 
tion. However, firms lacking these accumulated 
resources can still form linkages if they generate 
a radical technological breakthrough. Thus, I iden- 
tify paths to linkage formation for leading as well 
as peripheral firms. I test these arguments with lon- 
gitudinal data on technical collaborative linkages 
in the global chemicals industry. 


Ahuja, Gautam and Riitta Katila 


Technological Acquisitions and the Innovation 
Performance of Acquiring Firms: A Longitudinal 
Study 


Vol. 22, No. 3, March 2001, 197-220 


This paper examines the impact of acquisitions 
on the subsequent innovation performance of 
acquiring firms in the chemicals industry. We 
distinguish between technological acquisitions, 
acquisitions in which technology is a component 
of the acquired firm’s assets, and nontechnological 
acquisitions: acquisitions that do not involve 
a technological component. We develop a 
framework relating acquisitions to firm innovation 
performance and develop a set of measures 
for quantifying the technological inputs a firm 
obtains through acquisitions. We find that within 
technological acquisitions absolute size of the 
acquired knowledge base enhances innovation 
performance, while relative size of the acquired 
knowledge base reduces innovation output. The 
relatedness of acquired and acquiring knowledge 
bases has a nonlinear impact on innovation output. 
Nontechnological acquisitions do not have a 
significant effect on subsequent innovation output. 


Ahuja, Gautam and Riitta Katila 


Where Do Resources Come From? The Role of 
Idiosyncratic Situations 


Vol. 25, Special Issue, August-September 2004, 
887-907 


In this paper, we examine the emergence of 
resources. Our analysis of technological capability 
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acquisition by global U.S.-based chemical firms 
shows that the emergence of resources is inherently 
evolutionary. We find that path-creating search 
that generates resource heterogeneity ts a response 
to idiosyncratic situations faced by firms in 
their local searches. Two such _ idiosyncratic 
situations—technology exhaustion and expansion 
beyond national markets—trigger firms in our 
sample to create unique innovation — search 
paths. We also find that along a given path 
firms experiment in order to find the correct 
investment—in fact, some organizations seem to 
take a step backward for two steps forward—further 
demonstrating the evolutionary nature of the 
resource creation process. 


Ahuja, Gautam and Curba Morris Lampert 
Entrepreneurship in the Large Corporation: A 
Longitudinal Study of How Established Firms 


Create Breakthrough Inventions 


Vol. 22, Special Issue, June—July 2001, 521-543 


We present a model that explains how established 
firms create breakthrough inventions. We identify 


three organizational pathologies that inhibit 
breakthrough inventions: the familiarity trap - 
favoring the familiar; the maturity trap - favoring 
the mature; and the propinquity trap - favoring 
search for solutions near to existing solutions. 
We argue that by experimenting with novel 
(i.e., technologies in which the firm lacks 
prior experience), emerging (technologies that are 
recent or newly developed in the industry), and 
pioneering (technologies that do not build on 
any existing technologies) technologies firms can 
overcome these traps and create breakthrough 
inventions. Empirical evidence from the chemicals 
industry supports our model. 


Almeida, Paul and Anupama Phene 


Subsidiaries and Knowledge Creation: The Influ- 
ence of the MNC and Host Country on Innovation 


Vol. 25, Special Issue, August-September 2004, 
847-864 


This paper studies the influence of external knowl- 
edge on innovation in subsidiaries of multinational 
firms. The focus on subsidiaries is especially inter- 
esting since they are simultaneously embedded in 
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two knowledge contexts: (a) the internal multina- 
tional corporation (MNC) comprised of the head- 
quarters and other subsidiaries; and (b) an external 
environment of regional or host country firms. We 
develop hypotheses to suggest that the extent of 
influences of these contexts on subsidiary tech- 
nological innovation depends on the characteris- 
tics of the knowledge network (technological rich- 
ness and diversity) and the knowledge linkages of 
the subsidiary with other entities. The study uses 
patent citation data pertaining to innovations by 
foreign subsidiaries of U.S. semiconductor firms to 
test these hypotheses. The paper finds that (a) the 
technological richness of the MNC, (b) the sub- 
sidiary’s knowledge linkages to host country firms, 
and (c) the technological diversity within the host 
country have a positive impact on innovation. 


Amit, Raphael and Christoph Zott 
Value Creation in E-Business 
Vol. 22, Special Issue, June—July 2001, 493-520 


We explore the theoretical foundations of value 
creation in e-business by examining how 59 
American and European e-businesses that have 
recently become publicly traded corporations 
create value. We observe that in e-business new 
value can be created by the ways in which 
transactions are enabled. Grounded in the rich 
data obtained from case study analyses and in the 
received theory in entrepreneurship and strategic 
management, we develop a model of the sources of 
value creation. The model suggests that the value 
creation potential of e-businesses hinges on four 
interdependent dimensions, namely: efficiency, 
complementarities, lock-in, and novelty. Our 
findings suggest that no single entrepreneurship or 
strategic management theory can fully explain the 
value creation potential of e-business. Rather, an 
integration of the received theoretical perspectives 
on value creation is needed. To enable such an 
integration, we offer the business model construct 
as a unit of analysis for future research on value 
creation in e-business. A business model depicts 
the design of transaction content, structure, and 
governance so as to create value through the 
exploitation of business opportunities. We propose 
that a firm’s business model is an important 
locus of innovation and a crucial source of value 
creation for the firm and its suppliers, partners, and 
customers. 
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Anand, Bharat N. and Tarun Khanna 


Do Firms Learn To Create Value? The Case of 


Alliances 
Vol. 21, Special Issue, March 2000, 295-315 


We investigate whether firms learn to manage 
interfirm alliances as experience accumulates. 
We use contract-specific experience measures 
in a data set of over 2000 joint ventures 
and licensing agreements, and value creation 
measures derived from the abnormal stock returns 
surrounding alliance announcements. Learning 
effects are identified from the effects of unobserved 
heterogeneity in alliance capabilities. We find 
evidence of large learning effects in managing 
joint ventures, but no such evidence for licensing 
contracts. The effects of learning on value creation 
are strongest for research joint ventures, and 
weakest for marketing joint ventures. These results 
are consistent with the view that learning effects 
are more important in situations characterized by 
greater contractual ambiguity. 


Anand, Jaideep and Andrew Delios 


Absolute and Relative Resources as Determinants 
of International Acquisitions 


Vol. 23, No. 2, February 2002, 119-134 


Although it is established that firms sometimes 
expand abroad to augment their capabilities, 
previous studies have generally focused on 
technological determinants of foreign expansion. 
We analyze capability-seeking aspects of foreign 
direct investment by examining the relationship 
between upstream (technological) and downstream 
(marketing) capabilities and the choice between 
acquisition and greenfield modes of international 
entry. In analyzing 2175 entries by British, 
German, and Japanese investors into the United 
States, we find that for downstream capabilities, 
which tend not to be geographically fungible, the 
absolute level of capabilities in the entered industry 
explains the mode choice. However, for upstream 
capabilities, which tend to be geographically 
fungible, the acquisition motive stems from 
a relative capability differential between host 
and home country firms. These results have 
implications for the concept of fungibility in the 
resource-based view of the firm as well as for the 
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literature on sourcing of resident assets by foreign 
firms, which has thus far ignored issues of entry 
mode and downstream assets. 


Andersson, Ulf, Mats Forsgren and Ulf Holm 


The Strategic Impact of External Networks: Sub- 
sidiary Performance and Competence Develop- 
ment in the Multinational Corporation 


Vol. 23, No. 11, November 2002, 979-996 


This paper explores the importance of relational 
embeddedness in external networks as a strategic 
resource for performance and competence develop- 
ment in multinational corporations (MNCs). Two 
different types of relational embeddedness at the 
subsidiary level—business embeddedness and tech- 
nical embeddedness—are proposed to have an influ- 
ence on the subsidiary’s market performance as 
well as its importance for competence development 
in the MNC. Using data on 97 Swedish MNC sub- 
sidiaries, five hypotheses are tested in a LISREL 
model analysis. The results suggest that technical 
embeddedness has a positive impact on both the 
subsidiary expected performance and its role in 
the development of products and production pro- 
cesses in the MNC. Indirectly, through external 
technical embeddedness, external business embed- 
dedness also influences the sister units’ product 
and process development and subsidiary market 
performance. 


Arend, Richard J. 


Revisiting the Logical and Research Considera- 
tions of Competitive Advantage 


Vol. 24, No. 3, March 2003, 279-284 


This commentary addresses the main points made 
in the recent article by T. C. Powell on the 


logical and philosophical flaws in the main 
thesis of strategy research. Each one of Powell’s 
three points is refutable. The main thesis of 
strategy research retains logical causation given 
a reasonable definition of the main explanatory 
variable. Strategy theory is falsifiable when the 
implied assumptions of the theory are exploited 
and the endogeneity of its explanatory variables 
is considered. The characterization of strategy 
research as pragmatic instrumentalism void of 
Strat. Mgmt. J., 27: 1-95 (2006) 
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progress to the objective truth is a proposition 
without any logical or empirical support. 


Argyres, Nicholas S. and Brian S. Silverman 


R&D, Organization Structure, and the Develop- 
ment of Corporate Technological Knowledge 


Vol. 25, Special Issue, August-September 2004, 
929-958 


We explore the link between a firm’s organiza- 
tion of research—specifically, its choice to operate 
a centralized or decentralized R&D structure—and 
the type of innovation it produces. We propose that 
by reducing the internal transaction costs associ- 
ated with R&D coordination across units, central- 
ized R&D will generate innovations that have a 
larger and broader impact on subsequent techno- 
logical evolution than will decentralized research. 
We also propose that, by facilitating more dis- 
tant (‘capabilities-broadening’) search, centralized 
R&D will generate innovations that draw on a 
wider range of technologies. Our empirical results 
provide support for our predictions concerning 
impact, and mixed results for our predictions con- 
cerning breadth of search. We also find that control 
over research budgets complements direct author- 
ity relations in contributing to innovative impact. 
We propose several extensions of this research. 


Baldridge, David C., 
Livia Markéczy 


Steven W. Floyd and 


Are Managers from Mars and Academicians 
from Venus? Toward an Understanding of the 
Relationship Between Academic Quality and 
Practical Relevance 


Vol. 25, No. 11, November 2004, 1063-1074 


In this paper, we propose a positive relationship 
between the academic quality and_ practical 
relevance of management research. The basis 
for this is the idea that academicians and 
practitioners both value research that is interesting 
and justified—meaning research that challenges 
and extends existing beliefs and research that 
offers compelling evidence for its conclusions. 
We acknowledge that there are likely to be 
many cases where academicians and practitioners 
disagree on what is interesting and justified. 
We argue, however, that there are also likely 
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to be cases where the judgments of the two 
groups converge. Results from a stratified, random 
sample of 120 publications are consisteni with 
this argument—showing a positive correlation 
between an objective measure of an article’s 
academic quality and expert panel ratings of 
its practical relevance. The analysis also shows 
positive associations between panel members’ 
global assessment of relevance and ratings of an 
article’s interestingness and justification. These 
results lend support to the hypothesized overlap, 
but leave room for considerable difference in 
the way practitioners and academicians evaluate 
management research. 


Barr, Pamela S. and Mary Ann Glynn 


Cultural Variations in Strategic Issue Interpre- 
tation: Relating Cultural Uncertainty Avoidance 
to Controllability in Discriminating Threat and 
Opportunity 


Vol. 25, No. 1, January 2004, 59-67 


We investigate cultural variations in the strategic 
issue labels of threats and opportunities. In 
a survey of 276 American and _ international 
respondents, we investigate the sensitivity of 
issue attributes that discriminate between threat 
and opportunity. We find that the cultural value 
of uncertainty avoidance (UA) had a significant 
effect: Compared to low UA cultures, individuals 
from high UA cultures were significantly more 
sensitive to controllability in perceiving strategic 
issues. However, other cultural value dimensions 
(individualism, masculinity, power distance) did 
not have similar effects. Our results point to the 
need to link specific cultural dimensions to specific 
aspects of strategic issue analysis. 


Baum, J. Robert and Stefan Wally 
Strategic Decision Speed and Firm Performance 
Vol. 24, No. 11, November 2003, 1107-1129 


This 4-year study examines the effect of 
strategic decision speed upon subsequent firm 
performance and identifies environmental and 
organizational characteristics that relate to decision 
speed. We draw upon strategic decision-making 
theory and organization theory to propose 
that strategic decision speed mediates the 
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relation between environmental and organizational 
characteristics and performance. 
business environment, organization — structure, 
strategic decision speed, and firm performance 
(growth and profitability) were collected from 318 
CEOs from 1996 to 2000. Structural equation 
modeling confirmed that fast strategic decision- 
making predicts subsequent firm growth and 
profit and mediates the relation of dynamism, 
munificence, centralization, and formalization with 
firm performance. 


Baum, Joel A. C.,, 
Brian S. Silverman 


Tony Calabrese and 


Don’t Go it Alone: 
sition and Startups’ 
Biotechnology 


Alliance Network Compo- 
Performance in Canadian 


Vol. 21, Special Issue, March 2000, 267-294 


We combine theory and research on_ alliance 
networks and on new firms to investigate 
the impact of variation in startups’ alliance 
network composition on their early performance. 
We hypothesize that startups can enhance their 
early performance by 1!) establishing alliances, 
2) configuring them into an efficient network 
that provides access to diverse information and 
capabilities with minimum costs of redundancy, 
conflict, and complexity, and 3) judiciously allying 
with potential rivals that provide more opportunity 
for learning and less risk of  intra-alliance 
rivalry. An analysis of Canadian biotech startups’ 
performance provides broad support for our 
hypotheses, especially as they relate to innovative 
performance. Overall, our findings show how 
variation in the alliance networks _ startups 
configure at the time of their founding produces 
significant differences in their early performance, 
contributing directly to an explanation of how and 
why firm age and size affect firm performance. We 
discuss some clear, but challenging, implications 
for managers of startups. 


Belderbos, René 


Entry Mode, Organizational Learning, and R&D in 
Foreign Affiliates: Evidence from Japanese Firms 


Vol. 24, No. 3, March 2003, 235-259 


This paper develops hypotheses concerning 
the role of entry mode and experience-based 
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Measures of 


organizational learning as determinants of the 
R&D intensity of foreign affiliates and _ tests 
these hypotheses on a sample of 420 Japanese 
manufacturing affiliates abroad. Entry mode has 
a major impact on R&D activities: the R&D 
intensities of acquired affiliates substantially 
exceed those in wholly owned greenfield affiliates, 
while the R&D intensities of minority owned 
ventures are higher if Japanese parent firms lack 
strong R&D capabilities at home. For greenfield 
operations, support is found for an incremental 
growth pattern of foreign R&D as a function 
of organizational learning and affiliate capability 
building. The results are consistent with the view 
that part of the explanation for Japanese firms’ 
relative lack of involvement in overseas R&D must 
be sought in their status as ‘latecomers’ in the 
establishment of overseas manufacturing networks. 
At the same time, a number of Japanese firms 
have actively used foreign acquisitions and joint 
ventures to gain access to overseas technology and 
to establish overseas R&D capabilities at a faster 
pace. 


Bergh, Donald D. and James F. Fairbank 


Measuring and Testing Change in Strategic 
Management Research 


Vol. 23, No. 4, April 2002, 359-366 


This paper reviews some critical issues associated 
with measuring and testing change and then reports 
on how strategy researchers have addressed those 
matters. We first discuss three key methodological 
requirements: reliability assumptions of change 
variables, correlations between the change variable 
and its initial measure, and selection of unbiased 
measurement alternatives. Next, we present data 
from a content analysis of 126 change studies 
which suggest that strategy researchers tend not to 
recognize those requirements. Indeed, the typical 
approach used to measure and test change (as a 
simple difference between two measures of the 
same variable) is usually inappropriate and could 
lead to inaccurate findings and flawed conclusions. 
We conclude by offering suggestions for how 
change can be studied more rigorously. 
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Blyler, Maureen and Russell W. Coff 


Dynamic Capabilities, Social Capital, and Rent 
Appropriation: Ties that Split Pies 


Vol. 24, No. 7, July 2003, 677-686 


Who reaps the fruits of a dynamic capability? We 
argue that while social capital is essential for the 
acquisition, integration, and release of resources 
at the core of a dynamic capability, actors can 
also use social capital for personal gain. Thus, 
social capital may be a key to understanding 
both rent generation and rent appropriation. 
Even when causal ambiguity obscures individual 
contributions, they may use their social capital to 
establish credible claims on the rent. Specifically, 
employees who occupy structural holes, span 
organizational boundaries, or who are highly 


central may be most able to appropriate rent 
because their social capital grants credibility to 
their claims. Rent that is appropriated in this way 
may be unobservable in performance measures that 
fail to distinguish normal compensation from rent. 
We contribute by identifying the specific role of 
social capital in a dynamic capability and linking 


social capital to rent appropriation patterns. 
Bonardi, Jean-Philippe 


Global and Political Strategies in Deregulated 


Industries: The Asymmetric Behaviors of Former 


Monopolies 
Vol. 25, No. 2, February 2004, 101-120 


In deregulated industries former monopolies 
often adopt asymmetric behaviors: these firms 
impede the entry of foreign competitors in their 
home market, especially using defensive political 
strategies, and, at the same time, aggressively 
develop international strategies in foreign markets. 
To account for this behavior, | develop a game 
theoretic model involving three players: the former 
monopoly, its home government, and the host 
government of the country into which the firm 
wants to enter. I show first that there are in 
fact different asymmetric strategies that former 
monopolies can use in such a setting, and that a 
global strategy cannot always be implemented by 
those firms because of cooperation issues between 
the two governments. I also study the conditions 
under which these issues can be solved and show 
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that this can happen only when the firm develops a 
political strategy that integrates both defensive and 
offensive activities. Overall, this paper therefore 
argues that asymmetric strategies are not always 
adopted to maintain monopoly rents but are 
also dictated by the nature of the international 
relationships between the governments involved. 


Bowman, Edward H. and Constance E. Helfat 
Does Corporate Strategy Matter? 
Vol. 22, No. 1, January 2001, 1-23 


A revisionist view that corporate strategy does not 
matter has gained considerable influence in recent 
years. This view largely stems from empirical 
results of early variance decomposition studies that 
found negligible corporate effects associated with 
profitability differences between businesses. Our 
analysis of the variance decomposition literature 
shows this view to be incorrect. Not only do 
the studies as a group show that factors at 
the corporate level of organizations contribute to 
profitability differences, but also evidence suggests 
that factors specifically associated with corporate 
strategy contribute to corporate effects. Corporate 
strategy in fact does matter. 


Boyd, Brian K. and Alain Salamin 


Strategic Reward Systems: A Contingency Model 
of Pay System Design 


Vol. 22, No. 8, August 2001, 777-792 


A limited number of studies have addressed the 
idea of ‘strategic’ reward systems—the matching 
of compensation systems to a firm’s strategy. 
Prior research on this topic has been confined 
to U.S. firms, however, and a number of key 
questions remain unanswered. Using a sample of 
917 employees from two large Swiss financial 
institutions, we found that pay systems are linked 
with divisional strategic orientation, but in a 
different form than prior studies. Additionally, 
we identify hierarchical position as an important 
variable in the tailoring of reward systems. 
Hierarchy has a significant main effect on pay 
plan design, and an interactive effect with strategic 
orientation. 
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Branzei, Oana, Teri Jane Ursacki-Bryant, 
Ilan Vertinsky and Weijiong Zhang 


The Formation of Green Strategies in Chi- 
nese Firms: Matching Corporate Environmental 
Responses and Individual Principles 


Vol. 25, No. 11, November 2004, 1075-1095 


This study examines how Chinese firms began 
responding to worsening environmental concerns 
in the late 1990s. Combining predictions from 
control theory, escalation of commitment, and 
goal theory, we seek to explain how leaders’ 
cognitions shape the formation of novel responses 
to the value-laden issue of corporate greening. 
We propose an iterative model that links 
leaders’ principles with corporate actions and 
test it using survey data gathered from 360 
firms. The model views strategy organically, 
as a set of adaptive goals and behaviors, and 
highlights the role of systemic and local feedback 
loops in strategy formation. We find that top 
executives who champion new strategic initiatives 
monitor early success or failure, and adjust their 
efforts to match early performance feedback. 
Perceptions of satisfactory performance strengthen 
leaders’ efforts towards their initial target, 
while perceptions of unsatisfactory performance 
diminish them. This feedback relationship is 
invariant throughout favorable or unfavorable 
expectancies of success, contrary to the contingent 
prediction of control theory. The model also 
examines how top-down and bottom-up strategic 
initiatives combine to help firms maintain a 
positive momentum of change when champions’ 
efforts decline in the face of premature failure 
signals. 


Brews, Peter J. and Christopher L. Tucci 


Exploring the Structural Effects of Internetworking 


Vol. 25, No. 5, May 2004, 429-451 


Extant theory presents conflicting perspectives on 
how internetworking might affect the organiza- 
tional structures of established firms. One predic- 
tion is that internetworking could narrow organi- 
zational scope and deepen specialization, reduce 
hierarchy, and increase external partnering. A sec- 
ond contends that internetworking might increase 
scope, expand hierarchy, and decrease external 
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partnering. Analysis of a multinational sample of 
469 firms reveals that deeply internetworked firms 
are more focused and specialized, less hierarchical, 
and more engaged in external partnering than less 
intensively internetworked organizations are. No 
scope broadening or hierarchy expansion effects 
are observed. 


Brouthers, Keith D. and Lance Eliot Brouthers 


Acquisition or Greenfield Start-up? Institutional, 
Cultural and Transaction Cost Influences 


Vol. 21, No. 1, January 2000, 89-97 


In this paper, we develop and test a model of 
diversification mode choice (how firms decide 
between acquisitions and greenfield start-up 
ventures) which includes institutional, cultural, 
and transaction cost variables. Using a sample 
of Japanese firms entering western Europe, our 
results show the model correctly predicts over 
eighty-seven percent of the mode choices. Thus, 
we provide strong initial evidence to support using 
institutional, cultural and transaction cost variables 
to predict firms’ choices between acquisitions and 
greenfield start-ups in international expansion. Our 
findings also suggest that organizations which have 
developed strong intangible capabilities may be 
able to more readily leverage these capabilities 
through greenfield start-ups. 


Brouthers, Keith D., Lance Eliot Brouthers and 
Steve Werner 


Transaction Cost-Enhanced Entry Mode Choices 
and Firm Performance 


Vol. 24, No. 12, December 2003, 1239-1248 


According to transaction cost theory, firms select 
the international mode of entry that provides 
the most efficient form of governance. However, 
previous scholarship largely neglects the impact of 
transaction cost variables on entry mode choice 
and firm performance. In this study, we add 
transaction cost variables to a set of variables 
previously used to predict firm mode choice 
and performance. We theorize and find that 
firms selecting these ‘transaction cost-enhanced 
international entry modes’ perform better than 
firms using other modes of entry. Based on our 
results, we conclude that ‘enhanced’ transaction 
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cost theory appears to be normative as well as 
descriptive with respect to international entry mode 
decisions. 

Brown, Terrence E., Per Davidsson and 
Johan Wiklund 


An Operationalization of Stevenson’s Conceptual- 
ization of Entrepreneurship as Opportunity-Based 
Firm Behavior 


Vol. 22, No. 10, October 2001, 953-968 


Stevenson (1983) holds that entrepreneurial 
management, defined as a set of opportunity- 
based management practices, can help firms 
remain vital and contribute to firm and societal 
level value creation. While his conceptualization 
has received much attention, little progress has 
been made because of a lack of empirical 
tools to examine his propositions. This article 
seeks to resolve this by describing a new 
instrument that was developed specifically for 
operationalizing Stevenson’s conceptualization. 
After two pre-tests, the instrument was tested full 
scale on a very large (1200+ cases) stratified 
random sample of firms with different size, 
governance structure, and industry affiliation. 
The results show that both in the full sample 
and in various sub-samples it was possible to 
identify six sub-dimensions with high discriminant 
validity and moderate to high reliability, which 
represent dimensions of Stevenson’s theoretical 
reasoning. We label these Strategic Orientation, 
Resource Orientation, Management Structure, 
Reward Philosophy, Growth Orientation and 
Entrepreneurial Culture. We were further able 
to show that these dimensions only partly 
overlap with ‘Entrepreneurial Orientation’, the 
hitherto best established empirical instrument for 
assessing a firm’s degree of entrepreneurship. 
Our instrument should open up opportunities for 
researchers to further evaluate entrepreneurship in 
existing firms. 


Brush, Thomas H., Philip Bromiley and Mar- 
garetha Hendrickx 


The Free Cash Flow Hypothesis for Sales Growth 
and Firm Performance 


Vol. 21, No. 4, April 2000, 455-472 


Copyright © 2006 John Wiley & Sons, Ltd. 


Five Year Index Issue, 2000—2004 


business is business! 
And business must grow 
-Dr. Seuss, The Lorax 


The paper investigates the agency argument that 
sales growth in firms with free cash flow (and 
without strong governance) is less profitable 
than sales growth for firms without free cash 
flow. It also tests whether strong governance 
conditions improve the performance of firms with 
free cash flow and/or limit the investments in 
unprofitable sales growth. Consistent with agency 
theory, firms with free cash flow gain less from 
sales growth than firms without free cash flow. 
But different governance conditions affect sales 
growth and performance in different ways. Having 
substantial management stock ownership mitigates 
the influence of free cash flow on performance, 
despite allowing higher sales growth. In contrast, 
outside blocks held by mutual funds reduce 
sales growth substantially, but does not increase 
performance from sales growth. 

Bruton, Garry D., David Ahlstrom and 
Johnny C. C. Wan 


Turnaround in East Asian Firms: Evidence from 
Ethnic Overseas Chinese Communities 


Vol. 24, No. 6, June 2003, 519-540 


Research done primarily in the United States 
has shown that firms in decline enjoy better 
odds of returning to health when strong measures 
are taken. The culture of the Overseas Chinese 
of East Asia has helped to shape the region’s 
prior commercial success but it also impacts 
responses to firm decline and turnaround. This 
research provides the first empirical investigation 
of the turnaround strategies of Overseas Chinese 
firms in East Asia. The evidence gathered shows 
that the utility of the predominantly U.S. model 
of firm turnaround has limits in East Asia. In 
particular, the role of strong owner-managers and 
the importance of relationships among business 
people constrain the applicability of prior U.S. 
research to East Asia. 
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Buysse, Kristel and Alain Verbeke 


Proactive Environmental Strategies: A Stakeholder 
Management Perspective 


fol. 24, No. 5, May 2003, 453-470 


This paper includes an empirical analysis of 


the linkages between environmental strategy and 
stakeholder management. First, it is shown that 
several simultaneous improvements in various 
resource domains are required for firms to shift to 
an empirically significant, higher level of proac- 
tiveness. Second, more proactive environmen- 
tal strategies are associated with a deeper and 
broader coverage of stakeholders. Third, envi- 
ronmental leadership is not associated with a 
rising importance of environmental regulations, 
thereby suggesting a role for voluntary cooperation 
between firms and government. Finally, the link- 
ages between environmental strategies and stake- 
holder management, based on a sample of 197 
firms operating in Belgium, appear more lim- 
ited than expected. Country-specific characteristics 
may to a large extent account for these results. 


Campbell-Hunt, Colin 


What Have We Learned about Generic Competi- 
tive Strategy? A Meta-Analysis 


Vol. 21, No. 2, February 2000, 127-154 


The dominant paradigm of competitive strategy 


is now nearly two decades old, but it has 
proved difficult to assess its adequacy as a 
descriptive system, or progress its propositions 
about the performance consequences of different 
Strategic designs. It is argued that this is due to 
an inability to compare and cumulate empirical 
work in the field. A meta-analytic procedure is 
proposed by which the empirical record can be 
aggregated. Results suggest that, although cost and 
differentiation do act as high-level discriminators 
of competitive strategy designs, the paradigm’s 
descriptions of competitive strategy should be 
enhanced, and that its theoretical proposition on 
the performance of designs has yet to be supported. 
A considerable agenda for further work suggests 
that competitive strategy research should recover 
something of its former salience. 
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Capron, Laurence, Will Mitchell and Anand 
Swaminathan 


Asset Divestiture Following Horizontal Acquisi- 
tions: A Dynamic View 


Vol. 22, No. 9, September 2001, 817-844 


Business acquisition, resource redeployment, and 
asset divestiture are elements of a dynamic 
process in which firms change their businesses 
by recombining internal and external resources. 
Analyzing 253 horizontal acquisitions, we show 
that post-acquisition resource redeployment leads 
to asset divestiture from the business that receives 
the redeployed resources, but not from the business 
that contributes the new resources. Consistent 
with scale economies rationales, we find that 
strategic similarity also leads to greater asset 
divestiture from the target firms. Many theoretical 
perspectives are skeptical about the positive 
rationale for acquisitions and many of these believe 
that asset divestiture is evidence of acquisition 
failure. Our arguments and analysis help refine 
the accepted wisdom. In particular, the pattern 
of resource redeployment and asset divestiture in 
our analysis suggests that acquisitions provide a 
means of reconfiguring the structure of resources 
within firms and that asset divestiture is a logical 
consequence of this reconfiguration process. 


Capron, Laurence and Nathalie Pistre 
When Do Acquirers Earn Abnormal Returns? 
Vol. 23, No. 9, September 2002, 781-794 


In this study, we explore the conditions under 
which acquirers earn abnormal returns. We provide 
an empirical test of Barney and Chatterjee’s 
arguments by examining the role of the respective 
resource contribution of the target and the acquirer. 
Combining an event study with a survey of 
postacquisition resource transfer on a sample of 
101 horizontal acquisitions, we find that acquirers 
do not earn abnormal returns when they only 
receive resources from the target. In this case, it 
is likely that multiple bidders, which could have 
equally captured these resources, competed away 
all the abnormal returns from the successful bidder. 
In contrast, we find that acquirers can expect to 
earn abnormal returns when they transfer their 
own resources to the target. Overail, we find that 
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value creation does not ensure value capture for 
the acquirer. 


Carmeli, Abraham and Ashler Tishler 


The Relationships Between Intangible Organiza- 
tional Elements and Organizational Performance 


Vol. 25, No. 13, December 2004, 1257-1278 


Despite the growing awareness of the importance 
of researching core strategic resources and activi- 
ties, the work that has been done to date has largely 
taken the form of anecdotal reports and case study 
analysis. We have yet to see large-sample stud- 
ies demonstrating how organizational elements, 
independently, complementarily and interactively, 
may or may not enhance the organization’s perfor- 
mance. Moreover, little attention has been given 
to researching this topic in public sector organiza- 
tions. The present study aims to bridge this gap by 
examining the impact of a set of independent intan- 
gible organizational elements and the interactions 
among them on a set of objective organizational 
performance measures in a sample of local govern- 
ment authorities in Israel. The results of a multi- 
variate analysis indicate that organizational perfor- 
mance (measured by self-income ratio, collecting 
efficiency ratio, employment rate, and municipal 
development) can be well explained by six intan- 
gible organizational elements (managerial capabil- 
ities, human capital, internal auditing, labor rela- 
tions, organizational culture, and perceived orga- 
nizational reputation) and the interactions among 
them, which need to be taken into account in any 
cost effective development. 

Carow, Kenneth, Randall Heron and Todd 
Saxton 


Do Early Birds Get the Returns? An Empirical 
Investigation of Early-Mover Advantages in 
Acquisitions 


Vol. 25, No. 6, June 2004, 563-585 


We explore whether pioneering advantages exist 
for early-mover acquirers in industry acquisition 
waves by examining both combined (target and 
acquirer) and acquirer stock returns. Combined 
abnormal returns are higher for acquisitions that 
occur at the beginning of acquisition waves. 
However, for acquirers’ returns, only strategic 
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pioneers—those acting in manners consistent with 
having superior information—capture significant 
advantages. Specifically, early-mover acquirers 
who realize superior stock returns are those 
that conduct acquisitions in related industries, 
during industry expansionary phases, and finance 
their acquisitions as financial theory suggests 
they should when they possess an informational 
advantage—with cash. Our findings extend the first- 
mover literature to corporate practices and link 
these practices to acquisition returns. 


Carpenter, Mason A. 


The Implications of Strategy and Social Context 
for the Relationship Between Top Management 
Team Heterogeneity and Firm Performance 


Vol. 23, No. 3, March 2002, 275-284 


This research reexamines the link between top 
management team (TMT) heterogeneity and 
firm performance. Specifically, I theorize that 
the effects of education, work experience, and 
tenure on performance will depend upon the 
top management team’s strategic and social 
context. In a test of such theorizing, I find 
that (1) the positive relationships between TMT 
educational, functional, and tenure heterogeneity 
and performance are contingent on complexity, 
as indicated by a firm’s international strategy 
and, (2) such relationships are clearly stronger 
in short-tenured top management teams. The 
theory and results presented here provide impetus 
for future studies, as well as suggest to upper 
echelon researchers that they think more critically 
about the conditions under which demographic 
characteristics are most likely to influence 
organizational outcomes like performance. 


Carpenter, Mason A., Timothy G. Pollock and 
Myleen M. Leary 


Testing a Model of Reasoned  Risk-Taking: 
Governance, the Experience of Principals and 
Agents, and Global Strategy in High-Technology 
IPO Firms 


Vol. 24, No. 9, September 2003, 803-820 


Research on the governance of risky ventures, 
like the initial public offerings (IPOs) of high- 
technology firms, has focused primarily on the 
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relationship between governance mechanisms and 
firm performance. While such an emphasis is 
clearly important, it does little to shed light on 
potential relationships between governance and 
the strategies pursued by risky firms, nor does 
it take into account the complementary role of 
key stakeholders in affecting those strategies. 
To partially remedy this deficit we integrate 
agency and behavioral perspectives to develop 
a theory of ‘reasoned risk-taking,’ whereby the 
nature of risks undertaken is a consequence of 
the interaction of governance mechanisms and 
stakeholder characteristics. We demonstrate our 
theory by predicting when corporate governance 
should be associated with strategic risk-seeking 
beyond a firm’s technical core—as seen in the 
degree to which it has expanded internationally. 
Surprisingly, even though venture capitalists (VC) 
are risk specialists, we find that technology- 
based IPO firms are less likely (i.e., a negative 
relationship) to have extensive global sales when 
they are backed by a VC. In support of 
our reasoned risk-taking theoretical framework, 
we find that VCs are indeed risk-seeking 
when VC _ backing is complemented by the 
international experience of their board appointees, 
top management team (TMT) members, or both. 
IPO firms with significant insider ownership are 
similarly global risk-seekers, and those effects are 
Strongest with an internationally seasoned board 
and TMT at the helm. 


Carpenter, Mason A. and Wm. Gerard Sanders 


Top Management Team Compensation: The 
Missing Link Between CEO Pay and Firm 
Performance? 


Vol. 23, No. 4, April 2002, 367-375 


In this research we discuss the relationship 
between CEO and top management team (TMT) 
member compensation, and explore the implica- 
tions of TMT pay for firm performance. Specifi- 
cally, we suggest that firm performance may ben- 
efit due to agency and group behavioral issues 
when top management team member pay is 
aligned—alignment is defined as the degree to 
which TMT member pay reflects (1) shareholder 
interests and (2) key political and strategic contin- 
gencies within the firm. In support of our theoriz- 
ing, we found CEO pay to be related to TMT pay: 
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TMT compensation, in turn, predicted performance 
(i.e., return on assets and Tobin’s q) when aligned 
with shareholder interests and internal contingen- 
cies. Moreover, the effect of CEO pay on future 
firm performance was dependent on top team pay. 


Certo, S. Trevis, Jeffrey G. Covin, Cather- 


ine M. Daily and Dan R. Dalton 


Wealth and the Effects of Founder Management 
among IPO-Stage New Ventures 


Vol. 22, Special Issue, June—July 2001, 641-658 


IPO underpricing is inherently related to both 
wealth retention and wealth creation. This paper 
reviews the relationship between IPO underpricing 
and wealth, then presents the results of an 
empirical study of the impact of CEO founder 
status (i.e., is the CEO also the founder?) on 
IPO underpricing. Results based on data collected 
from 368 IPO-stage new ventures suggest that 
founder management has a positive impact on IPO 
underpricing, and that the founder management- 
underpricing relationship is moderated by (a) the 
IPO market share of the investment banker 
employed and (b) the proportion of insiders on the 
IPO firm’s board of directors. 


Chadwick, Clint, 
Stephen L. Walston 


Larry W. Hunter and 


Effects of Downsizing Practices on the Perfor- 
mance of Hospitals 


Vol. 25, No. 5, May 2004, 405-427 


Research has found that downsizing is not 
generally followed by improved organizational 
performance. Using a sample of hospitals that 
recently downsized, we evaluate the effects on 
performance of the human resource management 
(HRM) practices used in layoffs. Strategic HRM 
theory suggests that practices can have an impact 
on performance outcomes. We find that showing 
consideration for employees’ morale and welfare 
during downsizing is positively related both to 
perceived success of downsizing and to financial 
performance following layoffs. Advance notice of 
layoffs is positively related to subsequent financial 
performance, but the provision of extended 
insurance to laid-off employees is negatively 
related to financial performance. Planned redesign 
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of work structures is positively related to perceived 
success, but has neutral to negative effects on 
financial performance. 


Chang, Sea Jin and Jaebum Hong 


How Much Does the Business Group Matter in 
Korea? 


Vol. 23, No. 3, March 2002, 265-274 


We partition the variances of profits of the 
companies associated with Korean business groups 
into business group-specific effects, industry 
effects, and affiliate company-specific effects, 
which roughly match corporate-parent effects, 
industry effects and business unit effects, 
respectively, in the extant literature. We find 
substantial corporate-parent effects (here, business 
group effects) along with industry effects and 
business unit effects (here, affiliate company- 
specific effects). This finding may indicate that 
business groups play an important role in 
developing countries by circumventing market 
inefficiencies. Our results also suggest that these 
effects tend to be smaller in large business groups 
and to decrease over time. 


Chang, Sea-Jin and Philip M. Rosenzweig 


The Choice of Entry Mode in Sequential Foreign 
Direct Investment 


Vol. 22, No. 8, August 2001, 747-776 


Relatively few studies have examined the 
importance of an entry’s sequential position to the 
choice of foreign entry mode. We use a dynamic 
model to analyze sequential entries into the United 
States from 1975 to 1992. Our findings show 
that several independent variables which explain 
a firm’s initial mode of entry do not explain 
the modes of subsequent entries. These findings 
underscore the importance of experience in foreign 
investment, as companies learn from early entries 
and adapt the modes of subsequent ones. 


Chang, Sea-Jin and Harbir Singh 


Corporate and Industry Effects on Business Unit 
Competitive Position 


Vol. 21, No. 7, July 2000, 739-752 
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We partition the variances of market shares, which 
we use as surrogates for competitive position, 
of the business units of all public manufacturing 
companies available in the Trinet data base into 
industry factors, corporate parent-specific factors, 
and business unit-specific factors. Our results 
differ somewhat from Rumelt’s (1991), which 
decomposed variances in profitability. We find 
that corporate parent effects on market share 
are considerably greater than zero when lines of 
business are defined more narrowly, when small 
business units are included, and when firms are 
medium-sized. Our results suggest that the reiative 
importance of corporate, industry, and business 
unit effects depends on the types of criteria, such 
as the level of industry aggregation, whether small 
business units are included, and firm size, that are 
used to construct samples. 


Chatterjee, Sayan, 
Donald D. Bergh 


Jeffrey S. Harrison and 


Failed Takeover Attempts, Corporate Governance 
and Refocusing 


Vol. 24, No. 1, January 2003, 87-96 


Hostile takeover attempts oftentimes signal that a 
target firm has an over-diversified and ineffective 
corporate strategy. What does this signal mean 
when takeover attempts fail? Drawing from agency 
theory, we argue that target firms managed by 
independent directory boards are likely to ignore 
the takeover attempt and not refocus their firms’ 
strategy. Conversely, target firms managed by 
nonindependent boards are more likely to view 
the failed takeover attempt as a ‘wake-up call’ 
and will refocus their firms’ strategy so as to 
preserve the firm’s survival. These arguments are 
tested using a sample of 76 firms that were 
targets of failed hostile takeover attempts. Logistic 
regression analyses confirm the predictions. This 
study suggests that in the aftermath of a failed 
takeover attempt board of director characteristics 
can help predict changes in corporate strategies. 


Chi, Tailan 
Option to Acquire or Divest a Joint Venture 
Vol. 21, No. 6, June 2000, 665-687 


This paper develops a model for assessing options 
in joint ventures. The model ts used specifically 
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to examine the option to acquire or divest 
a joint venture, both in the case where the 
acquisition/divestiture price is specified ex ante 
in the initial contract and in the case where the 
price is to be negotiated ex post. The results 
derived from the model show how the value of the 
option and each partner’s pay-off from the venture 
vary with the structure of the option and how the 
presence of the option may affect the structuring 
of the joint venture. The main theoretical insights 
are stated in 12 potentially testable propositions, 


and possible ways to operationalize some of 


the propositions for empirical testing are also 
explored. 


Chung, Seungwha (Andy), Harbir Singh and 
Kyungmook Lee 


Complementarity, Status Similarity and Social 
Capital as Drivers of Alliance Formation 


Vol. 21, No. 1, January 2000, 1-22 


Using data on U.S. investment banking firms’ syn- 
dication in underwriting corporate stock offerings 
during the 1980s, this study explores the factors 
that drive alliance formation between two spe- 
cific firms. We compare resource complementarity, 


status similarity, and social capital as a basis of 


alliance formation. The findings indicate that the 
likelihood of investment banks’ alliance formation 
is positively related to the complementarity of their 
capabilities, as well as their status similarity. Social 
capital arising from banks’ direct and indirect col- 
laborative experiences also plays a very important 
role in alliance formation. The number of deals 
given by a lead bank to a potential partner over 
the past three years has an inverted U-shaped rela- 
tionship to the probability that the lead bank will 
invite the potential partner to form an alliance. Our 
findings indicate that status similarity and social 
capital have a stronger effect on alliance formation 
in initial public offering deals than in secondary 
offering deals, as the former are more uncertain 
than the latter. Using these findings, we discuss 
the role of complementarity, status similarity, and 
social capital in alliance formation. 


Copyright © 2006 John Wiley & Sons, Ltd. 


Chung, Wilbur and Arturs Kalnins 


Agglomeration Effects and Performance: A Test of 
the Texas Lodging Industry 


Vol. 22, No. 10, October 2001, 969-988 


While competition decreases rents for firms, the 
presence of competitors may create benefits. 
Competitors that agglomerate, that are physically 
proximate, may create externalities—production 
efficiencies or heightened demand that increases 
rents. When such externalities exist, then who 
gains from and who contributes to them? We 
examine how other competitors’ traits affect 
performance in Texas’s lodging industry. In rural 
markets, we find that chain hotels and larger 
hotels contribute to positive externalities. While 
expecting those hotels similar to the establishments 
creating these externalities to gain, we find the 
opposite. Independent hotels and smaller hotels 
gain the most. Interestingly, some establishments 
are harmed. 


Cockburn, Iain M., Rebecca M. Henderson 
and Scott Stern 


Untangling the Origins of Competitive Advantage 


Vol. 21, Special Issue, October-November 2000, 
1123-1145 


This paper begins to reconcile competing perspec- 
tives on the origins of competitive advantage by 
examining the adoption of ‘science-driven’ drug 
discovery, a performance-enhancing organizational 
practice. Science-driven drug discovery diffused 
slowly, allowing us to disentangle alternative the- 
ories of organizational heterogeneity. Adoption is 
driven by initial conditions, time-varying internal 
and external environmental conditions, and con- 
vergence (firms positioned least favorably adopt 
most aggressively). While accounting for initial 
conditions is critical, managers are sensitive to 
idiosyncratic environmental cues. The origins of 
competitive advantage may therefore lie in the 
ability to identify and respond to environmental 
cues well in advance of observing performance- 
oriented pay-offs. 
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Coff, Russell W. and Peggy M. Lee 


Insider Trading as a Vehicle to Appropriate Rent 
from R&D 


Vol. 24, No. 2, February 2003, 183-190 


While most insider trading is routine and legal, 
investors still treat it as new information about the 
firm’s prospects—they assume that trades reflect 
managers’ attempts to profit from their private 
information. This article explores insider trading 
as a mechanism to appropriate rent from R&D 
advances. We analyze stock price reactions to 
over 134,000 insider-trading events and find that 
insider purchases generate larger positive stock 
price reactions for R&D-intensive firms. Investors 
seem to assume that managers use insider trading 
to appropriate rent from R&D _ breakthroughs. 
We discuss how shareholders may prefer this 
rent appropriation mechanism over other forms 
of compensation that directly reduce the firm’s 
income. 


Colombo, Massimo G. 


Alliance Form: A Test of the Contractual and 
Competence Perspectives 


Vol. 24, No. 12, December 2003, 1209-1229 


This paper analyzes factors that influence firms’ 
choice of the organizational form of strategic 
alliances. I consider arguments suggested by both 
the contractual and the competence perspectives. 
In order to distinguish empirically between them, 
I devote special attention to the role played 
by the similarity of partner firms’ technological 
specialization. In the empirical section I consider 
a sample composed of 271 equity joint ventures, 
non-equity bilateral and unilateral agreements 
established between each other in the period 
1983-86 by 67 North American, European, and 
Japanese enterprises from the world’s largest firms 
in information technology industries. I examine the 
effects on the choice of alliance form of a measure 
of firms’ technological proximity based on patents 
count, while controlling for other variables that 
are usually considered in the empirical literature. 
The estimates of binomial and multinomial logit 
models support the competence-based argument 
that in technological alliances divergence in 
partners’ technological specialization results in a 
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higher propensity to use equity forms. Overall, 
the findings suggest that both the contractual 
and competence perspectives provide valuable 
complementary insights into the determinants of 
alliance form. 

Peck and 


Conyon, Martin J., Simon I. 


Graham V. Sadler 


Corporate Tournaments and Executive Compensa- 
tion: Evidence from the U.K. 


Vol. 22, No. 8, August 2001, 805-815 


This study tests the implications of tournament 
theory using data on 100 U.K. stock market com- 
panies, covering over 500 individual executives, in 
the late 1990s. Our results provide some evidence 
consistent with the operation of tournament mech- 
anisms within the U.K. business context. Firstly, 
we find a convex relationship between executive 
pay and organizational level and secondly, that the 
gap between CEO pay and other board executives 
(i.e., tournament prize) is positively related to the 
number of participants in the tournament. How- 
ever, we also show that the variation in executive 
team pay has little role in determining company 
performance. 


Cottrell, Tom and Barrie R. Nault 


Product Variety and Firm Survival in the 
Microcomputer Software Industry 


Vol. 25, No. 10, October 2004, 1005—1025 


This article provides an analysis of product 
variety and scope economies in the microcomputer 
software industry by using detailed firm-level 
and product-level information on firms’ bundling 
of functionalities over application categories and 
computing platforms. We find that the management 
of product variety through the way different 
application categories are integrated in products 
and the platforms on which these products are 
offered can be as important as the significance 
of scope economies at the more aggregated 
firm level. Specifically, we find that there is 
little evidence of firm benefits from economies 
of scope in production, but there is substantial 
evidence that products benefit from economies 
of scope in consumption. In addition, we find 
that firms with products that encapsulate more 
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application categories perform better, and those 
with products that cover more computing platforms 
perform worse. Finally, changes in product variety 
through new product introductions improve firm 
performance, but extensions to existing products 
hinder the performance of the firm and the product. 
We conclude that research in scope economies can 
benefit from a more detailed model of the evolution 
of product variety that includes data and analysis 
at the firm level and at the product level. 


Crossan, Mary M. and Iris Berdrow 
Organizational Learning and Strategic Renewal 


Vol. 24. No. 11, November 2003, 1087-1105 
This paper attempts to fill an important gap in 
the integration of strategy and organizational learn- 
ing through empirical research that examines the 
process of strategic renewal using a comprehen- 
sive framework of organizational learning. The 41 
framework of organizational learning is used to 
examine the phenomenon of strategic renewal at 
Canada Post Corporation (CPC). The study illus- 
trates the underlying processes that form the ten- 
sion between exploration and exploitation, demon- 
strating why strategic renewal is so challenging. 
Furthermore, it challenges assumptions about orga- 
nizational learning, suggesting that we need to 
demystify organizational learning by removing the 
halo that surrounds it. 


Crossland, Philip and faye |. smith 


Value Creation in Fine Arts: A System Dynamics 
Model of Inverse Demand and_ Information 
Cascades 


Vol. 23, No. 5, May 2002, 417-434 


We integrate information cascades and demand 
queue behaviors as they affect the distribution 
of marginal value added in the value chain. 
We develop a system dynamics model of the 
relationships of Edward Marshall Boehm, Inc., 
a studio that creates hard-paste porcelain pieces 
of fine art sculpture. The relationships between 
information cascades, demand queues, and _ the 
distribution of marginal value added are applicable 
to other fine art settings and other industries. 
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Daily, Catherine M., S. Trevis Certo and 
Dan R. Dalton 


International Experience in the Executive Suite: 
The Path to Prosperity? 


Vol. 21, No. 4, April 2000, 515-52: 


Attention is increasingly focused on the potential 
individual career and firm-level benefits of 
international experience for upper level executives. 
This research examines the relationships between 
CEO international experience, CEO tenure, 
firm internationalization, succession events, and 
corporate financial performance. Results indicate a 
significant interactive effect between CEO tenure 
and outside succession on CEO international 
experience. In addition to a relationship with 
CEO international experience, there are two 
additional interactive effects in the examination 
of corporate financial performance: (1) CEO 
international experience and the degree of firm 
internationalization, and (2) CEO international 
experience and CEO succession. These interactive 
effects are evident in accounting and market 
indicators of corporate financial performance. 


Danneels, Erwin 


The Dynamics of Product Innovation and Firm 
Competences 


Vol. 23, No. 12, December 2002, 1095-1121 


This study examines how product innovation 
contributes to the renewal of the firm through its 
dynamic and reciprocal relation with the firm’s 
competences. Field research in five high-tech firms 
of varying age, size, and level of diversification 
is combined with analysis of existing theory to 
develop the findings of the study. Based on 
the notion that new products are created by 
linking competences relating to technologies and 
customers, a typology is derived that classifies 
new product projects based on whether a new 
product can draw on existing competences, or 
whether it requires competences the firm does not 
yet have. Following organizational learning theory, 
these options are conceptualized as exploitation 
and exploration. These organizational learning 
concepts are used to gain a dynamic and path- 
dependent view of product innovation and firm 
Strat. Mgmt. J., 27: 1-95 (2006) 
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development, and to reveal the unique nature and 
challenges of different types of product innovation. 


Danneels, Erwin 


Tight-Loose Coupling with Customers: The 
Enactment of Customer Orientation 


Vol. 24, No. 6, June 2003, 559-576 


This article argues that tight linkages with 
customers present a paradox for the firm. The 
research question of this study is: What is the 
behavioral and cognitive process by which a 
firm establishes close links with its customers, 
and how can this process be both beneficial 
and detrimental? Existing theory and data from 
apparel retailers suggest that firms forge these tight 
links by enacting their customer environment. In 
the process of enactment, cognitions and actions 
reinforce each other and become increasingly 
focused. The tight coupling generated through 
enactment comes at the price of increased 
commitment and restricted vision. The author 
argues that firms should balance the natural 
process of tight coupling with a deliberate effort 
at loose coupling, and draws implications for 
further research on the organization-environment 
interface. 


David, Robert J. and Shin-Kap Han 


A Systematic Assessment of the Empirical Support 
for Transaction Cost Economics 


Vol. 25, No. 1, January 2004, 39-58 


Transaction cost economics (TCE) is one of 
the leading perspectives in management and 
organizational studies, yet debate continues 
regarding its empirical support. In this paper, we 
take stock of the large body of extant research 
and provide a systematic assessment of empirical 
evidence. In all, 308 statistical tests from 63 
articles, selected according to a set of clear criteria, 
were examined across various dimensions. We 
assess not only the level of empirical support 
for the theory, but also the degree of paradigm 
consensus present in the empirical literature. Our 
analysis shows that results are mixed: while we 
found support in some areas (e.g., with regard 
to asset specificity), we also found considerable 
disagreement on how to operationalize some of 
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TCE’s central constructs and propositions, and 
relatively low levels of empirical support in 
other core areas (e.g., surrounding uncertainty and 
performance). We conclude that a more thorough 
empirical grounding of the theory’s foundation is 
crucial to its future development, and offer several 
strategies for doing this. 


Davidson III, Wallace N., 
Dan L. Worrell 


Carol Nemec and 


Succession Planning vs. Agency Theory: A Test 
of Harris and Helfat’s Interpretation of Plurality 
Announcement Market Returns 


Vol. 22, No. 2, February 2001, 179-184 


In this note we respond to Harris and Helfat’s 
(1998) reinterpretation of the results in Worrell, 
Nemec, and Davidson (1997). Harris and 
Helfat argued that the negative stock market 
response associated with plurality announcements 
could be the result of inadequate corporate 
succession planning rather than with the agency 
cost explanation. Our results, here, show that 
duality and plurality announcements do not hurt 
shareholder wealth as long as there is an heir 
apparent and, therefore, are more consistent with 
the succession planning explanation than with 
agency theory. 


Davies, Howard and Peter Walters 


Emergent Patterns of Strategy, Environment and 
Performance in a Transition Economy 


Vol. 25, No. 4, April 2004, 347-364 


Insights from the resource dependence approach, 
dynamic fit, and strategic choice theories are 
used to explore the strategies adopted by 
Chinese enterprises, their settings, and the 
relationship between strategy, environment, and 
performance. Results from 959 firms indicate that 
respondents operating under ‘more marketized’ 
institutional settings tend to locate themselves in 
more munificent environments and place greater 
emphasis on meeting customer needs. Firms in 
China do not trade off one strategic direction 
against another, and certain strategy/environment 
coalignments have significant implications for 
performance. In particular, performance is better in 
more marketized and munificent environments and 
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amongst firms who adopt an ‘aggressive’ strategic 
posture. 


Davis, James H., F. David Schoorman, Roger 
C. Mayer and Hwee Hoon Tan 


The Trusted General Manager and Business Unit 
Performance: Empirical Evidence of a Competitive 
Advantage 


Vol. 21, No. 5, May 2000, 563-576 


Employee trust for the general manager is pro- 
posed as an internal organizational characteristic 
that provides a competitive advantage for the firm. 
This paper empirically examines the relationship 
between trust for a business unit’s general man- 
ager and organizational performance. Trust was 
found to be significantly related to sales, profits 
and employee turnover in the restaurant industry. 
Managers who were either more or less trusted dif- 
fered significantly in perceptions of their ability, 
benevolence and integrity. 


de Miguel, Alberto, Julio Pindado and Cha- 
bela de la Torre 


Ownership Structure and Firm Value: New 


Evidence from Spain 
Vol. 25, No. 12, December 2004, 1199-1207 


This paper provides new evidence on the way 
in which ownership influences firm value. Unlike 
previous studies, the empirical evidence obtained 
from our ownership concentration model supports 
not only the monitoring but also the expropriation 
effects. Additionally, the insider ownership model 
provides results that confirm the convergence- 
of-interest and the entrenchment effects, even 
though Spanish insiders get entrenched at higher 
ownership levels than their U.S. and U.K. 
counterparts. 


Delios, Andrew and Witold J. Henisz 


Political Hazards, Experience, and Sequential 


Entry Strategies: The International Expansion of 


Japanese Firms, 1980-1998 


Vol. 24, No. 11, November 2003, 1153-1164 


We find support for the role of experiential 
learning in the international expansion process by 
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extending the stages model of internationalization 
to incorporate a sophisticated consideration of 
temporal and cross-national variation in_ the 
credibility of the policy environment. Using 
a sample of 3857 international expansions of 
665 Japanese manufacturing firms, we build 
on the concepts of uncertainty and experiential 
learning, to show that firms that had gathered 
relevant types of international experience were less 
sensitive to the deterring effect of uncertain policy 
environments on investment. One implication of 
our results is that research on international strategy 
should emphasize understanding the _ political 
institutions that constrain or enable political actors, 


just as entry mode research has done. A second 


implication is that research in the stages model of 
internationalization should give the same weight to 
the policy environment as a source of uncertainty 
to a firm, as it has given to cultural, social and 
market institutions. 


Delmar, Frederic and Scott Shane 


Does Business Planning Facilitate the Develop- 
ment of New Ventures? 


Vol. 24, No. 12, December 2003, 1165—1185 


Many prior researchers have criticized business 
planning, arguing that it interferes with the efforts 
of firm founders to undertake more valuable 
actions to develop their fledgling enterprises. In 
this paper, we challenge this negative view of 
business planning, arguing that business planning 
is an important precursor to action in new ventures. 
By helping firm founders to make decisions, 
to balance resource supply and demand, and to 
turn abstract goals into concrete operational steps, 
business planning reduces the likelihood of venture 
disbanding and accelerates product development 
and venture organizing activity. Empirically, we 
examine 223 new ventures initiated in the first 
9 months of 1998 by a random sample of 
Swedish firm founders and provide support for our 
hypotheses. 
Denrell, Jerker, Christina 
Sidney G. Winter 


Fang = and 


The Economics of Strategic Opportunity 


Vol. 24, Special Issue, October 2003, 977-990 
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As emphasized by Barney (1986), any explanation 
of superior profitability must account for why 
the resources supporting such profitability could 
have been acquired for a price below their rent- 
generating capacity. Building upon the literature in 
economics on coordination failures and incomplete 
markets, we suggest a framework for analyzing 
such strategic factor market inefficiencies. Our 
point of departure is that a strategic opportunity 
exists whenever prices fail to reflect the value 
of a resource’s best use. This paper examines 
the challenges of imputing a resource’s value 
in the absence of explicit price guidance and 
suggests the likely characteristics of strategic 
opportunities. Our framework also suggests that 
the discovery of strategic opportunity is often 
a matter of ‘serendipity’ and access to relevant 
idiosyncratic resources. This latter observation 
provides prescriptive advice, although the analysis 
also explains why more detailed guidance has to 
be firm specific. 


DeSarbo, Wayne S., Kamel Jedidi and Indra- 
jit Sinha 


Customer Value Analysis in a Heterogeneous 
Market 


Vol. 22, No. 9, September 2001, 845-857 


In recent years, customer value has become 
a major focus among strategy researchers and 
practitioners as an_ essential element of a 
firm’s competitive strategy. Many firms have 
been interested in Customer Value Analysis 
(CVA) which involves a structural analysis of 
the antecedent factors of perceived value (i.e., 
perceived quality and perceived price) to assess 
their relative importance in the perceptions of 
their buyers. We develop a statistical approach for 
performing CVA utilizing a recursive simultaneous 
equation model that is formulated to accommodate 
buyer heterogeneity. In particular, the proposed 
finite-mixture methodology allows one to estimate 
the relative effects and integration rules of 
perceived value drivers at the market segment 
level, as well as to simultaneously determine the 
(unknown) segments themselves. We demonstrate 
the utility of the proposed methodology via an 
actual commercial application involving a large 
electric utility company. Finally, we discuss the 
contributions of our research from the perspective 
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of firm strategy and how it may be extended in the 
future. 


Dhanaraj, Charles and Paul W. Beamish 


Effect of Equity Ownership on the Survival of 
International Joint Ventures 


Vol. 25, No. 3, March 2004, 295-305 


This note extends transaction cost analysis of 
international joint ventures (IJVs) to include 
explicitly the effect of equity. It challenges 
the common practice of treating all foreign 
investments with between 5 percent and 95 percent 
equity as IJVs. A fine-grained analysis of the role 
of foreign equity ownership on the survival of 
12,984 overseas subsidiaries confirms a declining, 
nonlinear, and asymmetrical relationship between 
equity, and mortality in overseas subsidiaries. 
While investments involving small ownership 
levels (<20%) have very high mortality rates, 
those with high ownership levels (>80%) have 
mortality rates comparable to that of wholly owned 
subsidiaries. Implications for research, practice, 
and policy are discussed. 


Dobni, C. Brooke and George Luffman 


Determining the Scope and Impact of Market 
Orientation Profiles on Strategy Implementation 
and Performance 


Vol. 24, No. 6, June 2003, 577-585 


Strategy implementation and performance in orga- 
nizations are influenced by its market orientation. 
Market orientation is the collective of employee 
behaviors that affects strategy implementation, 
how an organization interacts with its environ- 
ment and adjusts to changes within that context. 
The relationship between market orientation, strat- 
egy implementation, and performance is robust 
across environmental contexts. This study iden- 
tifies ideal behavioral profiles for organizations 
seeking to maximize performance by considering 
the scope and impact of market orientation on strat- 
egy implementation. This is accomplished by con- 
sidering market orientation and strategy profiles in 
relation to performance in a holistic coalignment 
perspective, corresponding to competitive contexts 
characterized by varying degrees of market turbu- 
lence and competitive intensity. Important strategic 
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and performance implications of this dynamic are 
revealed that should be considered by academics 
and practitioners alike. 


Dobrev, Stanislav D. and Glenn R. Carroll 


Size (and Competition) among Organizations: 
Modeling Scale-Based Selection among Auto- 
mobile Producers in Four Major Countries, 
1885-1981 


Vol. 24, No. 6, June 2003, 541-558 


Based on previous empirical research, size 
is perhaps the most powerful explanatory 
organizational covariate in strategic analysis. We 
suggest that theoretical arguments about size 
be examined carefully to specify models with 
explicit comparison sets and with mechanisms 
linking size and underlying processes to outcomes. 
We illustrate the approach here by advancing 
arguments about scale competition within an 
organizational population. In this effort, we feature 
a theoretical model of scale-based selection, which 
posits that a firm’s chances of survival decrease 
with its aggregate distance from larger competitors 
on a transformed size gradient. The model assumes 
that the appropriate comparison set consists of all 
contemporaneous similar organizations competing 
on the basis of scale and operating in a localized 
geographic setting. We argue that aggregate 
distance of a focal firm from larger other firms 
(a specific form of relative position in the size 
distribution) reflects the extent to which it can 


capitalize on potential competitive advantages of 


scale emanating from economic, political, and 
social processes. Analyzing the mortality rates 
of large organizations across the entire histories 
of automobile industries in four major countries 
provides support for the theory. We discuss the 
general implications of our findings for strategic 
and organizational analysis. 


Douglas, Thomas J. and Joel A. Ryman 


Understanding Competitive Advantage in the 
General Hospital Industry: Evaluating Strategic 
Competencies 

Vol. 24, No. 4, April 2003, 333-347 

This study examines the drivers of competitive 
advantage within the hospital industry. Specifi- 
cally, we examine both the direct and joint effects 
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of market structure, firm-level competencies, and 
interorganizational relationships on organizational 
performance. The results of this approach indi- 
cated that managers, through their strategic actions 
related to the capabilities and relationships they 
develop and deploy, can establish advantageous 
competitive positions and influence the negative 
effects of market structure by developing impor- 
tant strategic competencies. 

Doz, Yves L., Paul M. Olk and Peter Smith 
Ring 


Formation Processes of R&D Consortia: Which 
Path to Take? Where Does it Lead? 


Vol. 21, Special Issue, March 2000, 239-266 


Research into network formation generally takes 
one of two approaches. Either it examines 
the outcomes of variations in the context and 
motives of the formation without examining the 
dynamics of the process, or it identifies the 
sequence of activities during the formation but 
does not examine variations within the formation. 
In this paper we complement both approaches by 
examining variations within the formation process 
and their consequences. We take an exploratory 
approach. Our analysis of survey data collected on 
the formation process of 53 R&D consortia reveals 
two distinct formation paths. The first involves 
emergent processes, developing from changes in 
the environment and a common interest and similar 
views among potential members. In the second, 
the process appears to be engineered—a triggering 
entity actively recruits potential members to join 
in the consortium. We conclude the paper with 
propositions on the importance of these formation 
types for the development of strategic networks. 


Durand, Rodolphe 


Competitive Advantages Exist: A Critique of 
Powell 


Vol. 23, No. 9, September 2002, 867-872 


This response is a plea for considering cautiously 
the use of formal logic and philosophy in strategic 
management. In a recent article, logical and 
philosophical considerations on the relationship 
between competitive advantage and superior 
returns led to a pragmatic view of competitive 
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advantage. First, we propose a different logical 
analysis of the links between competitive 
advantage and superior performance. Using the 
Same premises, this analysis leads to different 
conclusions. Second, our commentaries suggest 
that philosophy should be employed for opening 
discussions and perspectives rather than as an 
instrument for conviction. 


Durand, Rodolphe 


Predicting a Firm’s Forecasting Ability: The 
Roles of Organizational [Illusion of Control and 
Organizational Attention 


Vol. 24, No. 9, September 2003, 821-838 


Recent research shows that forecasting ability is 
an organizational distinctive competence. We pro- 
pose and test a model accounting for interfirm 
differences in forecasting ability. After controlling 
for reciprocal effects, we find that two principal 
firm-level factors (1.e., organizational illusion of 
control and organizational attention) influence both 
bias and magnitude of errors in estimates. High 
organizational illusion of control increases posi- 
tive forecast bias. As for organizational attention, 
higher relative investments in market information 
appear to reduce positive forecast bias and mag- 
nitude of errors; they also moderate forecast bias 
due to illusion of control. Finally, higher relative 
investments in employee capability increase both 
negative forecast bias and, unexpectedly, magni- 
tude of errors for the majority of observed cases. 
Durand, Rodolphe and Vicente Vargas 
Ownership, Organization, and Private Firms’ 
Efficient use of Resources 


Vol. 24, No. 7, July 2003, 667-675 


The principal-agent theory asserts that public 
firms’ performance is driven by efficient capital 
and labor markets but is silent about non-listed 
private companies, which are less permeable 
to market forces (both capital and labor) than 
are public companies. We propose and test a 
2 x 2 framework distinguishing owner-controlled 
vs. agent-led firms from firms with a flat vs. 
multilayer organization. Our findings provide 
highly contrasted results and raise important issues 
for further study of private firms. 
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Dussauge, Pierre, Bernard Garrette and 


Will Mitchell 


Learning from Competing Partners: Outcomes and 
Durations of Scale and Link Alliances in Europe, 
North America and Asia 


Vol. 21, No. 2, February 2000, 99-126 


This paper investigates the outcomes and durations 
of strategic alliances among competing firms, 
using alliance outcomes as indicators of learning 
by partner firms. We show that alliance outcomes 
vary systematically across link and scale alliances. 
Link alliances are interfirm partnerships to which 
partners contribute different capabilities, while 
scale alliances are partnerships to which partners 
contribute similar capabilities. We find that 
partners are more likely to reorganize or take over 
link alliances than scale alliances. By contrast, 
scale alliances are more likely to continue without 
material changes. The two types of alliances are 
equally likely to shut down, at similar ages. These 
results support the view that link alliances lead to 
greater levels of learning and capability acquisition 
between the partners than do scale alliances. 
Dussauge, Pierre, Bernard Garrette and 
Will Mitchell 


Asymmetric Performance: The Market Share 
Impact of Scale and Link Alliances in the Global 
Auto Industry 


Vol. 25, No. 7, July 2004, 701-711 


This study investigates how participating in 
strategic alliances with rivals affects the relative 
competitive positions of the partner firms. The 
paper builds on studies that show significant 
differences in the outcomes of scale and link 
alliances. The study argues that the more 
asymmetric outcomes of link alliances translate 
into greater changes in the relative market shares of 
the partner firms, due to unbalanced opportunities 
for inter-partner learning and learning by doing. 
We find support for this argument by examining 
135 alliances among competing firms in the global 
automobile industry, from 1966 to 1995. 
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Dutta, Shantanu, Mark J. Zbaracki and 
Mark Bergen 


Pricing Process as a Capability: A Resource-Based 
Perspective 


Vol. 24, No. 7, July 2003, 615-630 


Strategists following the resource-based view 
argue that firms can generate rents through value 
creation. To create value, firms develop and use 
resources and capabilities that other firms cannot 
imitate, trade for, or substitute other assets for. 
Even a firm that has created value, however, may 
not capture the potential rents associated with that 
value. To capture rents, a firm must set the right 
prices for what it sells. Most views of pricing 
assume that a firm can readily set appropriate 
prices. In contrast, we argue that pricing is a 
capability. To develop the ability to set the right 
prices, a firm must invest in resources and routines. 
We base our argument on a study of the pricing 
process of a large Midwestern manufacturing firm. 
We show that pricing resources, routines, and skills 
may help or inhibit a firm in setting the right 
price—and hence in appropriating value created. 
Our view of pricing as a capability contributes to 
the resource-based view because it suggests that 
strategists should consider the portfolio of value 
creation and value appropriation capabilities a firm 
uses to create competitive advantage. Our view 
also contributes to economics because it suggests 
that strategic decisions about pricing capabilities 
have important implications for a fundamental 
economic action, determining prices. Managers in 
firms without effective pricing processes may be 


unable to set prices that reflect the wishes of 


its customers, so the customers may misuse their 
resources. As a result, resources may be used 
ineffectively. Our view of pricing as a capability 
therefore takes the resource-based-view straight to 
the heart of what is perhaps the central economic 
question: the best use of resources. 


Dyer, Jeffrey H. and Kentaro Nobeoka 


Creating and Managing a High-Performance 
Knowledge-Sharing Network: The Toyota Case 


Vol. 21, Special Issue, March 2000, 345-367 
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Previous research suggests that knowledge diffu- 
sion occurs more quickly within Toyota’s produc- 
tion network than in competing automaker net- 
works. In this paper we examine the ‘black box’ 
of knowledge sharing within Toyota’s network and 
demonstrate that Toyota’s ability to effectively cre- 
ate and manage network-level knowledge-sharing 
processes at least partially explains the relative 
productivity advantages enjoyed by Toyota and 
its suppliers. We provide evidence that suppliers 
do learn more quickly after participating in Toy- 
ota’s knowledge-sharing network. Toyota’s iet- 
work has solved three fundamental dilemmas with 
regard to knowledge sharing by devising methods 
to (1) motivate members to participate and openly 
share valuable knowledge (while preventing unde- 
sirable spillovers to competitors), (2) prevent free 
riders, and (3) reduce the costs associated with 
finding and accessing different types of valuable 
knowledge. Toyota has done this by creating a 
strong network identity with rules for participa- 
tion and entry into the network. Most importantly, 
production knowledge is viewed as the property of 
the network. Toyota’s highly interconnected, strong 
tie network has established a variety of institu- 
tionalized routines that facilitate multidirectional 
knowledge flows among suppliers. Our study sug- 
gests that the notion of a dynamic learning capa- 
bility that creates competitive advantage needs to 
be extended beyond firm boundaries. Indeed, if the 
network can create a strong identity and coordinat- 
ing rules, then it will be superior to a firm as an 
organizational form at creating and recombining 
knowledge due to the diversity of knowledge that 
resides within a network. 


Eisenhardt, Kathleen M. and Jeffrey A. Martin 


Dynamic Capabilities: What Are They? 


Vol. 21, Special Issue, October-November 2000, 
1105-1121 


This paper focuses on dynamic capabilities and, 
more generally, the resource-based view of the 
firm. We argue that dynamic capabilities are a set 
of specific and identifiable processes such as prod- 
uct development, strategic decision-making, and 
alliancing. They are neither vague nor tautological. 
Although dynamic capabilities are idiosyncratic in 
their details and path dependent in their emergence, 
they have significant commonalities across firms 
Strat. Mgmt. J., 27: 1-95 (2006) 
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(popularly termed ‘best practice’). This suggests 
that they are more homogeneous, fungible, equi- 
final, and substitutable than is usually assumed. 
In moderately dynamic markets, dynamic capabil- 
ities resemble the traditional conception of rou- 
tines. They are detailed, analytic, stable processes 
with predictable outcomes. In contrast, in high- 
velocity markets, they are simple, highly expe- 
riential and fragile processes with unpredictable 
outcomes. Finally, well-known learning mecha- 
nisms guide the evolution of dynamic capabilities. 
In moderately dynamic markets, the evolutionary 
emphasis is on variation. In high-velocity markets, 
it is on selection. At the level of RBV, we conclude 
that traditional RBV misidentifies the locus of 
long-term competitive advantage in dynamic mar- 
kets, overemphasizes the strategic logic of lever- 
age, and reaches a boundary condition in high- 
velocity markets. 


Eisenmann, Thomas R. 


The Effects of CEO Equity Ownership and Firm 
Diversification on Risk Taking 


Vol. 23, No. 6, June 2002, 513-534 


This research explores the effects of CEO 
equity Ownership and corporate diversification on 
firms’ risk-taking and risk avoidance behaviors. 
Hypotheses regarding these effects are tested 
through econometric analysis of mergers in the 
U.S. cable television industry. Risk taking and 
avoidance are measured as horizontal expansion 


through acquisitions and as the divestiture of 


assets, respectively, in the face of increasing 
environmental turbulence. 


Farjoun, Moshe 
Towards an Organic Perspective on Strategy 
Vol. 23, No. 7, July 2002, 561-594 


The strategy field’s core issues—the concept of 
strategy, causal models relating strategy to other 
constructs, and models of strategic management 
and choice—have been previously addressed by 
two key progressions. The mechanistic perspective 
based on disciplinary-based theories, the design 
model, and a view of strategy as a planned 
posture, has provided a unified view, but a 
narrow and increasingly less pertinent one. The 
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advent of organic developments that included 
strategy process research, evolutionary and process 
models, and interactive and integrative views, 
has provided richness and pertinence, but not 
a unified perspective. These two progressions 
marked an epistemological shift from mechanistic 
to organic assumptions: from discrete to incessant 
time, from directional to interactive flow, and 
from differentiated to integrated constructs and 
models. Building on this shift, this paper proposes 
an organic perspective that combines the insights 
and coherence of the mechanistic perspective 
with the more relevant organic ideas. It makes 
use of the organic assumptions to advance a 
view of strategy as an adaptive coordination, 
introduce the Organization-Environment-Strategy- 
Performance (OESP) integrative theoretical model, 
and present an organic model of strategic 
management. The organic perspective provides a 
basis for an upgraded, more unified, and better- 
attuned view on strategy’s core issues. 


Feinberg, Susan E. and Anil K. Gupta 


Knowledge Spillovers and the Assignment of R&D 
Responsibilities to Foreign Subsidiaries 


Vol. 25, Special Issue, August-September 2004, 
823-845 


Research on R&D location choice by MNCs has 
focused largely on host country factor endowments 
and overlooked the role that the potential to 
capture and utilize knowledge spillovers from 
competitors may also play in determining such 
choices. Using a large-scale panel database of the 
foreign subsidiaries of U.S.-based MNCs in above- 
average R&D-intensive industries, we examine the 
extent to which external spillover opportunities as 
well as internal firm-specific capabilities to utilize 
such knowledge affect MNCs’ new R&D location 
decisions. Our findings suggest that MNCs appear 
to anticipate potential spillover opportunities and 
are discriminating in assessing these opportunities 
not only across locations but also across categories 
of competitors within the same location. Further, 
our findings provide stronger support to predictions 
regarding the salience of global utilization capacity 
than they do to predictions regarding the salience 
of local utilization capacity. 
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Ferguson, Tamela D., David L. Deephouse and 
William L. Ferguson 


Do Strategic Groups Differ in Reputation? 
Vol. 21, No. 12, December 2000, 1195-1214 


While most strategic group research has focused 
on performance implications, we consider the 
relationship between strategic group membership 
and reputation. Using strategic group identity 
and domain consensus concepts, we propose 
strategic groups have different reputations. We 
find significant differences exist in reputation 
across three identified strategic groups of 
U.S. property/casualty insurers, supporting our 
contention that reputation is a multilevel concept. 
Post hoc analyses suggest strategic groups with 
higher reputation also have higher performance 
on some critical measures, indicating reputation 
may be a mobility barrier beneficial to members 
of certain groups. Practitioner implications include 
challenges of within-group differentiation in firm 
reputation. 


Filatotchev, Igor and Kate Bishop 


Board Composition, Share Ownership, and *Under- 
pricing’ of U.K. IPO Firms 


Vol. 23, No. 10, October 2002, 941-955 


Using a sample of 251 IPOs in the United 
Kingdom, this paper examines interlinks between 
executive and nonexecutive characteristics, share 
ownership, and short-term performance measured 
in terms of share offer ‘underpricing.’ It argues 
that executives’ power and previous experience 
directly affect ex ante choice of nonexecutive 
directors and their ownership interests in the firm. 
These endogenously developed governance factors 
may be used by IPO teams strategically to reduce 
the extent of underpricing. However, there is a 
selective response of investors to different board 
characteristics and share ownership structure. 


Fleming, Lee and Olav Sorenson 


Science as a Map in Technological Search 


Vol. 25, Special Issue, August-September 2004, 
909-928 
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A large body of work argues that scientific research 
increases the rate of technological advance, and 
with it economic growth. The precise mechanism 
through which science accelerates the rate of 
invention, however, remains an open question. 
Conceptualizing invention as a combinatorial 
search process, this paper argues that science 
alters inventors’ search processes, by leading them 
more directly to useful combinations, eliminating 
fruitless paths of research, and motivating them to 
continue even in the face of negative feedback. 
These mechanisms prove most useful when 
inventors attempt to combine highly coupled 
components; therefore, the value of scientific 
research to invention varies systematically across 
applications. Empirical analyses of patent data 
support this thesis. 


Flynn, Francis J. and Barry M. Staw 


Lend Me Your Wallets: The Effect of Charis- 
matic Leadership on External Support for an 
Organization 


Vol. 25, No. 4, April 2004, 309-330 


We argue that charismatic leadership can influence 
external support for the organization, particularly 
in making the company more attractive to 
outside investors. Two studies were conducted 
to test this general hypothesis. First, an archival 
study demonstrated that the stock of companies 
headed by charismatic leaders appreciated more 
than the stock of comparable companies, even 
after differences in corporate performance were 
controlled. It was also found that the effect 
of charismatic leadership was heightened under 
more difficult economic conditions. Second, an 
experiment was conducted in which the salience 
of charismatic leadership was manipulated, along 
with information about the prospects for an 
organization’s turnaround. Results showed _ that 
appeals from a charismatic leader led to 
increased investment in the firm, and the leader’s 
influence was greater when the prospects for 
an organizational turnaround were more difficult. 
It was also found that an endowment of stock 
enhanced the influence of charismatic appeals 
and that charismatic leadership may have affected 
the general risk propensities of followers. These 
findings were interpreted in terms of an external 
perspective on leadership, illustrating how leaders 
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can manage the firm’s economic and _ social 


environment. 


Folta, Timothy B. and Jay J. Janney 


Strategic Benefits to Firms Issuing Private Equity 
Placements 


Vol. 25, No. 3, March 2004, 223-242 


For young technology firms, acquiring resources 
can often be costly due to the information 
asymmetry and uncertainty that exist surrounding 
the new technology. We contend that firms able 
to issue private equity can better manage their 
ability to mobilize three kinds of resources: capital, 
research partners, and commercial partners. We 
investigate the existence of long-term, strategic 


benefits to private placements, and a number of 


factors may determine the long-term effectiveness 
of this governance form. Overall, the empirical 
analyses demonstrate that private placements 


provide long-term benefits to firms by reducing 
hazards associated with information asymmetry. 


Folta, Timothy B. and Kent D. Miller 
Real Options in Equity Partnerships 
Vol. 23, No. 1, January 2002, 77-88 


We examine factors influencing the decision 
to acquire additional equity in partner firms 
in research-intensive industries. This decision 
involves choosing between flexibility and commit- 
ment. Option theory motivates hypotheses regard- 
ing the effects of uncertainty, valuation of devel- 
oping technologies, and the threat of preemptive 
rivalry. Our main hypothesis is that the resolution 
of uncertainty for high-value technologies moti- 
vates commitment decisions. We also argue that 
when the underlying growth option is at risk of pre- 
emption by rivals, greater uncertainty encourages 
commitment. An event history model tests these 
hypotheses using data from minority investments 
in the biotechnology industry. 


Folta, Timothy B. and Jonathan P. O’Brien 
Entry in the Presence of Dueling Options 


Vol. 25, No. 2, February 2004, 121-138 
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This paper investigates the influence of industry 
uncertainty on the decision by established firms 
to enter a new industry. Specifically, we examine 
the tension between the option to defer, which 
discourages entry in the presence of uncertainty, 
and the option to grow, which may encourage 
entry in the presence of uncertainly when there 
are early mover advantages. Empirical analysis on 
data from a broad array of industries revealed 
that the effect of uncertainty on entry is not 
monotonic. Our findings are the first to find 
support for the nonmonotonic effect of uncertainty 
that has only recently emerged in_ theoretical 
treatments of real options theory, and amplify 
the importance of considering both the option to 
defer and the option to grow when contemplating 
entry. Furthermore, we found evidence that the 
relationship between uncertainty and entry is 
moderated by: (a) irreversibility, which influences 
the value of the option to defer; (b) the total 
value of growth opportunities; and (c) early mover 
advantages, which magnify the value of growth 
options. 








Forte, Monique, James J. Hoffman, 
Bruce T. Lamont and Erich N. Brockmann 


Organizational Form and Environment: An 
Analysis of Between-Form and Within-Form 
Responses to Environmental Change 


Vol. 21, No. 7, July 2000, 753-773 


This study extends previous research on organi- 
zational adaptation to major environmental shifts 
by empirically examining the potential constrain- 
ing effects of organizational form, operationalized 
using the Miles and Snow typology, on the type 
of responses enacted as well as the performance 
effects of the responses. Results indicate that a fit 
between environmental contingencies and organi- 
zational form relates to superior performance. The 
results also provide support for the idea that orga- 
nizations systematically move toward the higher- 
performing forms for a given environment. Consis- 
tent with organizational configuration logic, while 
these responses lead to performance improvements 
when a between-form change is made, they do 
not necessarily lead to performance improvements 
when a within-form change is made. 
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Frost, Tony S. 


The Geographic Sources of Foreign Subsidiaries’ 
Innovations 


Vol. 22, No. 2, February 2001, 101-123 


This study contributes to the literature on the 
nature and evolution of the multinational enterprise 
by exploring the geographic origins of the 
knowledge sources utilized by foreign subsidiaries 
during the process of technological innovation. 
Through a synthesis of the multinational literature 
and the broader literature on external sources of 
innovation, I develop and test a set of hypotheses 
that explain the conditions under which innovating 
subsidiaries are likely to draw upon sources of 
knowledge located in the home base of the firm 
and/or the subsidiary’s host country environment. 
The hypotheses are tested through an analysis of 
the citations listed on over 10,000 patents issued 
to U.S. greenfield subsidiaries between 1980 and 
1990. 


Frost, Tony S., Julian M. Birkinshaw and 
Prescott C. Ensign 


Centers of Excellence in Multinational 


Corporations 
Vol. 23, No. 11, November 2002, 997—1018 


This paper seeks to understand the conditions 
under which ‘centers of excellence’ emerge in 
foreign subsidiaries of multinational firms. We 
define a center of excellence as an organizational 
unit that embodies a set of capabilities that 
has been explicitly recognized by the firm as 
an important source of value creation, with the 
intention that these capabilities be leveraged by 
and/or disseminated to other parts of the firm. 
Drawing on overlapping research in international 
business and strategic management, we argue 
that the formation of centers of excellence is 
shaped by conditions in the subsidiary’s local 


environment as well as by various aspects of 
the subsidiary’s relationship with other parts of 


the multinational firm. Based on a survey of 
99 foreign units in Canada, our results highlight 
the fundamental role played by parent firm 
investment as well as the role of internal and 
external organizations 
subsidiary capabilities. Performance implications 
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in the development of 


of the center of excellence phenomenon are also 
explored. 
Jaime Gomez and 


Fuentelsaz, Lucio, 


Yolanda Polo 


Followers’ Entry Timing: Evidence from _ the 
Spanish Banking Sector After Deregulation 


Vol. 23, No. 3, March 2002, 245-264 


Much of the literature dedicated to the analysis 
of entry timing decisions has been devoted to 
the study of their consequences in terms of 
performance. However, only a limited amount 
of effort has been dedicated to analyzing the 
factors that determine these decisions. In addition, 
previous papers have centered their efforts on 
the product dimension, paying no attention to 
entry into new geographical markets. This paper 
departs from previous works in this respect and 
extends the entry timing literature through a 
consideration of the geographical side of entry. 
Our analysis shows that organizational size, 
organizational competence, and _ organizational 
experience appear as key factors when explaining 
the pattern of geographic diversification. Our 
results also indicate that diversification takes place 
sequentially, first proceeding to closer locations, 
then occupying markets further from the origin. 


Garcia-Pont, Carlos and Nitin Nohria 


Local Versus Global Mimetism: The Dynamics of 
Alliance Formation in the Automobile Industry 


Vol. 23, No. 4, April 2002, 307-321 


The alliance dynamics among the 35 largest firms 
in the worldwide automobile industry indicates that 
the likelihood of an alliance between any two 
firms depends on the local density of alliances 
among the members of their strategic groups, 
rather than on the global density of alliances in 
the industry. These results suggest that firms most 
closely observe and imitate the strategic behavior 
of firms who occupy the same strategic niche rather 
than the behavior of firms in their industry defined 
more broadly. 
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Garg, Vinay K., Bruce A. Walters and 


Richard L. Priem 


Chief Executive Scanning Emphases, Environ- 
mental Dynamism, and Manufacturing Firm 
Performance 


Vol. 24, No. 8, August 2003, 725-744 


Chief executives must allocate their scarce time 
for scanning efforts among relevant domains 
of their firms’ external environment and _ their 
firms’ internal circumstances. We argue that high- 
performing CEOs vary their relative scanning 
emphases on different domains according to the 
level of dynamism they perceive in their external 
environments. The concepts of dominant logic 
and sector importance were used to develop 
predictions about which external domains and 
which internal domains should receive relatively 
more or less scanning emphasis in external 
environments that, overall, are more dynamic 
or more stable. A field survey of 105  single- 
business manufacturing firms evaluated CEOs’ 
scanning emphases and firm performance. Results 
indicated that, for dynamic external environments, 
relatively more CEO attention to the task sectors 
of the external environment and to innovation- 
related internal functions was associated with 
high performance. In stable external environments, 


however, simultaneously increased scanning of 


the general sectors in the external environment 
and efficiency-related internal functions produced 
higher performance. These relationships were 
strongest between relative scanning emphases 
among domains and sales growth. We discuss the 
implications of these results for researchers and 
practitioners. 


Geletkanycz, Marta A., Brian K. Boyd and 
Sydney Finkelstein 


The Strategic Value of CEO External Directorate 
Networks: Implications for CEO Compensation 


Vol. 22, No. 9, September 2001, 889-898 


This study examines the relationship between 


CEO external directorate networks and CEO 
compensation. Drawing on previous research 
showing a link between executives’ external 
networks, firm strategy, and performance, the 
study argues that executive external networks are 
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strategically valuable to firms; thus, they should 
be reflected in executive compensation. The study 
further examines whether firm diversification, 
with its elevated demand for strategic resources, 
moderates the relationship between CEO external 
directorate networks and pay. Hypotheses are 
tested using a sample of 460 Fortune 1000 firms. 
Analyses reveal that the rewards to CEO external 
directorate networks are contingent upon the firm’s 
level of diversification. Implications for future 
research and practice are discussed. 


Geringer, J. Michael, Stephen Tallman and 
David M. Olsen 


Product and International Diversification among 
Japanese Multinational Firms 


Vol. 21, No. 1, January 2000, 51-80 


This paper examines the relationship of perfor- 
mance with product and international diversifica- 
tion on Japanese multinational firms from 1977 to 
1993. We show the relationships between diversifi- 
cation and performance change over time through 
the use of multiple time periods and accounting 
for keiretsu membership. Results show that while 
diversity strategies vary between keiretsu and non- 
keiretsu firms, performance is not much different. 
Across time periods, performance varies consider- 
ably, but strategies are less variable. Product diver- 
sity has weak effects on firm performance only in 
one time period, while international diversification 
has negative profitability and positive growth con- 
sequences in some periods. These results suggest 
first that diversification strategies and their effects 
on performance vary across time periods and gen- 
erally produce some unexpected findings. We do 
not find strong interactive diversity effects. 


Goerzen, Anthony and Paul W. Beamish 


Geographic Scope and Multinational Enterprise 
Performance 


Vol. 24, No. 13, December 2003, 1289-1306 


Through an internalization theory lens, an 
argument is developed to suggest that the 
traditional concept of geographic scope should be 
split into two related, but more precise, elements 
of international asset dispersion and country 
environment diversity. Subsequently, these new 
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concepts are tested using a structural equation 
modeling approach on a sample of 580 large 
multinational enterprises (MNEs). We find that 
the relationship between economic performance 
and international asset dispersion is positive, but 
that country environment diversity is negatively 
associated with performance, with a positive 
interaction between them. This study adds to 
our theoretical understanding of MNEs, and also 


provides a bridge between the mixed findings of 


prior research on multinationality by disentangling 


the unique effects of the latent subcomponents of 


geographic scope on firm performance. 
Golden, Brian R. and Edward J. Zajac 


When Will Boards Influence Strategy? Inclination 
X Power = Strategic Change 


Vol. 22, No. 12, December 2001, 1087-1111 


While boards of directors are usually recognized 
as having the potential to affect strategic change 
in organizations, there is considerable debate as 
to whether such potential is typically realized. We 
seek to reconcile the debate on whether boards 


are typically passive vs. active players in the 
strategy realm by developing a model that specifies 
when boards are likely to influence organizational 
strategy and whether such an influence is likely to 
impel vs. impede change. Specifically, we develop 
arguments as to when certain demographic and 
processual features of boards imply a greater 


inclination for strategic change, when _ these 
features imply a greater preference for the status 
quo, and how differences in such inclinations will 
influence strategic change. We then also propose 
that a board’s inclination for strategic change 
interacts with a board’s power to affect change, 
generating a multiplicative effect on strategic 
change. These ideas are tested using survey and 
archival data from a national sample of over 
3000 hospitals. The supportive findings suggest 
that strategic change is significantly affected by 
board demography and board processes, and that 
these governance effects manifest themselves most 
strongly in situations where boards are more 
powerful. We discuss these findings in terms 
of their relevance for theories of demography, 
agency, and power. 
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Graebner, Melissa E. 


Momentum and Serendipity: How Acquired 
Leaders Create Value in the Integration of 
Technology Firms 


Vol. 25, Special Issue, August-September 2004, 
751-777 


Merger and acquisition activity is a critical means 
by which technology firms obtain the resources 
needed to compete in global markets. Effective 
implementation is essential to making these 
acquisitions successful, yet prior research on the 
implementation process has yielded paradoxical 
findings. I argue that a closer examination of the 
role of the acquired managers helps to resolve the 
implementation dilemmas found in prior research, 
which has focused on the role of the acquiring 
firm. I use grounded theory-building techniques 
to examine the integration of eight technology 
acquisitions, and find that acquired managers play 
a key role in achieving two types of value: 
expected and serendipitous. In promoting the 
realization of these two types of value, acquired 
leaders maintain the advantages of both integration 
and autonomy. Moreover, these leaders enable 
their organizations to simultaneously experience 
two often-conflicting forms of change: exploration 
and exploitation. 


Grant, Robert M. 


Strategic Planning in a Turbulent Environment: 
Evidence from the Oil Majors 


Vol. 24, No. 6, June 2003, 491-517 


The long-running debate between the ‘rational 
design’ and ‘emergent process’ schools of 
strategy formation has involved caricatures of 
firms’ strategic planning processes, but little 
empirical evidence of whether and how companies 
plan. Despite the presumption that environmental 
turbulence renders conventional strategic planning 
all but impossible, the evidence from the corporate 
sector suggests that reports of the demise of 
Strategic planning are greatly exaggerated. The 
goal of this paper is to fill this empirical gap 
by describing the characteristics of the strategic 
planning systems of multinational, multibusiness 
companies faced with volatile, unpredictable 
business environments. In-depth case studies of the 
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planning systems of eight of the world’s largest 
oil companies identified fundamental changes in 
the nature and role of strategic planning since the 
end of the 1970s. The findings point to a possible 
reconciliation of ‘design’ and ‘process’ approaches 
to strategy formulation. The study pointed to a 
process of planned emergence in which strategic 
planning systems provided a mechanism for 
coordinating decentralized strategy formulation 
within a structure of demanding performance 
targets and clear corporate guidelines. The study 
shows that these planning systems fostered 
adaptation and responsiveness, but showed limited 
innovation and analytical sophistication. 


Gulati, Ranjay and Monica C. Higgins 


Which Ties Matter When? The Contingent Effects 
of Interorganizational Partnerships on IPO Success 


Vol. 24, No. 2, February 2003, 127-144 


This paper investigates the contingent value of 
interorganizational relationships at the time of 
a young firm’s initial public offering (IPO). We 
compare the signaling value to young firms of 


having ties with two types of interorganizational 
partnerships: endorsement relationships such as 
those with venture capital firms and investment 
banks, and strategic alliance partnerships. We 


propose that, under different equity market 
conditions, potential investors in an issuing firm 
attend to different types of uncertainty; attention 
to these different types of uncertainty affects 
investors’ perceptions of the relative value of 
a young firm’s different kinds of endorsements 
and partnerships and, hence, IPO success. Results 
from a sample of young biotechnology firms show 
that ties to prominent venture capital firms are 
particularly beneficial to IPO success during cold 
markets, while ties to prominent investment banks 
are particularly beneficial to IPO success during 
hot markets; a firm’s strategic alliances with major 
pharmaceutical/health care firms did not have such 
contingent effects. Implications for understanding 
the contingent value of interorganizational ties are 
discussed. 
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Gulati, Ranjay, Nitin Nohria and Akbar Zaheer 


Guest Editors’ Introduction to the Special Issue: 
Strategic Networks 


Vol. 21, Special Issue, March 2000, 199-201 

No summary given. 

Gulati, Ranjay, Nitin Nohria and Akbar Zaheer 
Strategic Networks 

Vol. 21, Special Issue, March 2000, 203-215 


This paper introduces the important role of net- 
works of interfirm ties in examining fundamental 
issues in strategy research. Prior research has pri- 
marily viewed firms as autonomous entities striv- 
ing for competitive advantage from either external 
industry sources or from internal resources and 
capabilities. However, the networks of relation- 
ships in which firms are embedded profoundly 
influence their conduct and performance. We 
identify five key areas of strategy research in 
which there is potential for incorporating strategic 
networks: (1) industry structure, (2) positioning 
within an industry, (3) inimitable firm resources 
and capabilities, (4) contracting and coordination 
costs, and (5) dynamic network constraints and 
benefits. For each of these issues, the paper out- 
lines some important insights that result from con- 
sidering the role of strategic networks. 


Gupta, Anil K. and Vijay Govindarajan 


Knowledge Flows within Multinational 


Corporations 
Vol. 21, No. 4, April 2000, 473-496 


Pursuing a nodal (i.e., subsidiary) level of 
analysis, this paper advances and tests an 
overarching theoretical framework _ pertaining 
to intracorporate knowledge transfers within 
multinational corporations (MNCs). We predicted 
that (i) knowledge outflows from a_ subsidiary 
would be positively associated with value of 
the subsidiary’s knowledge stock, its motivational 
disposition to share knowledge, and the richness 
of transmission channels; and (ii) knowledge 
inflows into a subsidiary would be positively 
associated with richness of transmission channels, 
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motivational disposition to acquire knowledge, and 
the capacity to absorb the incoming knowledge. 
These predictions were tested empirically with 
data from 374 subsidiaries within 75 MNCs 
headquartered in the U.S., Europe, and Japan. 
Except for our predictions regarding the impact 
of source unit’s motivational disposition on 
knowledge outflows, the data provide either full 
or partial support to all of the other elements of 
our theoretical framework. 
Donald C. 


Hambrick, and Albert A. 


Cannella, Jr. 


CEOs Who Have COOs: Contingency Analysis of 
an Unexplored Structural Form 


Vol. 25, No. 10, October 2004, 959-979 


We use contingency theory to examine, for the first 
time, the incidence and effectiveness of CEO/COO 
duos. We argue that industry dynamism, extraordi- 
nary organizational task demands, and the CEO’s 
own professional limitations will influence the 
decision to have a COO, as well as its effect on 
performance. Based on a large 10-year sample, 
we find some support for the contingency view 
in explaining the presence of COOs; we particu- 
larly find that CEOs who lack experience in oper- 
ational activities and in managing the focal firm 
are relatively likely to have COOs. We find, how- 
ever, essentially no support for the contingency 
view in explaining when COOs are most benefi- 
cial. Instead, we find strong evidence of a very 
substantial negative main effect: CEOs who have 
COOs deliver lower organizational performance 
than those who do not. 


Hambrick, Donald C., Jiatao Li, Katherine Xin 
and Anne S. Tsui 


Compositional Gaps and Downward Spirals in 
International Joint Venture Management Groups 


Vol. 22, No. 11, November 2001, 1033-1053 


We argue that compositional gaps in interna- 
tional joint venture (IJV) management groups, 
along parent company lines, will accentuate dis- 
tinct managerial coalitions. Such gaps can occur 
on dimensions of observable demography, less 
apparent demography, or psychological character- 
istics. While compositional gaps in IJV manage- 
ment groups can provide the basis for healthy 
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substantive conflict, such gaps—particularly if they 
are large—also tend to induce relationship conflict 
and heighten substantive conflict beyond its ben- 
eficial range. This can set off a downward spiral 
of relationship conflict, substantive conflict, and 
behavioral disintegration in the group. These harm- 
ful group processes further interact reciprocally 
with any tensions that might exist between the IJV 
parents, engendering a second downward spiral. 
Our model has implications for the performance 
of international joint ventures, and it serves as a 
foundation for designing interventions to avoid the 
downward spirals we portray. 


Hansen, Mark H., Lee T. Perry and C. Shane 
Reese 


A Bayesian Operationalization of the Resource- 
based View 


Vol. 25, No. 13, December 2004, 1279-1295 


This paper argues that the gap between the theoret- 
ical utility and the practical utility of the resource- 
based view (RBV) may be narrowed by opera- 
tionalizing the theory more consistently with Pen- 
rose’s original framework. The operationalization 
proposed here is a twofold approach. First, the 
RBV may be enhanced by the explicit recogni- 
tion of Penrose’s two classes of resources, namely, 
administrative resources and productive resources. 
This distinction suggests a focus on the admin- 
istrative decisions of managers that lead to eco- 
nomic performance. Second, we argue that the 
RBV is a theory about extraordinary performers 
or outliers—not averages. Therefore, the statisti- 
cal methods used in applying the theory must 
account for individual firm differences, and not 
be based on means, which statistically neutral- 
ize firm differences. We propose a novel Bayesian 
hierarchical methodology to examine the relation- 
ship between administrative decisions and eco- 
nomic performance over time. We develop and 
explain a measure of competitive advantage that 
goes beyond comparisons of economic perfor- 
mance. This Bayesian methodology allows us to 
make meaningful probability statements about spe- 
cific, individual firms and the effects of the admin- 
istrative decisions examined in this study. 
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Hansen, Morten T. and Bjorn Levas 


How Do Multinational Companies Leverage 
Technological Competencies? Moving from Single 
to Interdependent Explanations 


Vol. 25, Special Issue, August-September 2004, 
801-822 


This paper explores the relationships among four 
fundamental determinants of intrafirm competence 
transfers that have hitherto been analyzed only 
separately: formal organization structure, informal 
relations, geographical distance, and relatedness 
of competencies across subsidiaries. Using a 
data set consisting of 4840 dyads between new 
product development teams and subsidiaries that 
were potential targets for competence transfers 
in a_ high-technology multinational company, 
we find that these determinants interact in 
surprising ways to explain different patterns of 
transfers. Results revealed that teams preferred to 
approach people they knew rather than people 
who knew related technologies well. They also 
showed that teams steered away from spatially 
distant subsidiaries that had related competencies 


and that the negative effect of large spatial 
distances could be overcome through established 
informal relations. These findings indicate that 


studying one of the determinants separately 
can yield biased results, as their net effect 
may change when the moderating effects of 
the other determinants are considered. Research 
on synergies, integration, technology transfers, 
and geographical and cultural differentiation in 
multinational enterprises therefore needs to be 
broadened by analyzing multiple determinants of 
competence transfers. 


Harzing, Anne-Wil 


Acquisitions Versus Greenfield Investments: Inter- 
national Strategy and Management of Entry Modes 


Vol. 23, No. 3, March 2002, 211-227 


This paper adds an important explanatory variable 
to the well-established list of factors shown to 
influence the choice between foreign acquisitions 
and greenfield investments: the international 
strategy followed by the multinational company 
(MNC) in question. The MNC’s international 
strategy is subsequently linked to the management 
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of the two different entry modes by showing 
that differences in strategy are reflected in 
different headquarters—subsidiary relationships for 
acquisitions and greenfields. Some aspects of this 
relationship are also shown to change over time, a 
process that is mediated by the MNC’s strategy. 


Hatch, Nile W. and Jeffrey H. Dyer 


Human Capital and Learning as a Source of 
Sustainable Competitive Advantage 


Vol. 25, No. 12, December 2004, 1155-1178 


This paper seeks to identify the sources of wide 
and persistent variations in learning performance 
in the semiconductor manufacturing industry. In 
the resource-based view of the firm, human 
capital is frequently assumed to contribute to 
competitive advantage due to its inimitability 
based on its intangible, firm-specific, and socially 
complex nature. Consistent with this view, we 
find that investments in firm-specific human capital 
have a significant impact on learning and firm 
performance. More specifically, human capital 
selection (education requirements and screening), 
development through training, and deployment 
significantly improve learning by doing, which 
in turn improves performance. However, we find 
that acquiring human capital with prior industry 
experience from external sources significantly 
reduces learning performance. We also find 
that firms with high turnover significantly 
underperform their rivals, revealing the time- 
compression diseconomies that protect  firm- 
specific human capital from imitation. These 
results provide new empirical evidence of the 
inimitability of human capital. 


Hawawini, Gabriel, Venkat Subramanian and 
Paul Verdin 


Is Performance Driven by Industry- or Firm- 
Specific Factors? A New Look at the Evidence 


Vol. 24, No. 1, January 2003, 1-16 


In this study we revisit the question of whether 
firms’ performance is driven primarily by industry 
or firm factors, extending past studies in two major 
ways. Firstly, in a departure from past research, 
we use value-based measures of performance 
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(economic profit or residual income and market- 
to-book value) instead of accounting ratios (such 
as return on assets). We also use a new data set 
and a different statistical approach for testing the 
significance of the independent effects. Secondly, 
we examine whether the findings of past research 
can be generalized across all firms in an industry 


or whether they apply to a particular class of 


firms within the same industry. We find that a 


significant proportion of the absolute estimates of 


the variance of firm factors is due to the presence 
of a few exceptional firms in any given industry. 
In other words, only for a few dominant value 
creators (leaders) and destroyers (losers) do firm- 
specific assets seem to matter significantly more 
than industry factors. For most other firms, i.e., 
for those that are not notable leaders or losers in 
their industry, however, the industry effect turns 
out to be more important for performance than 
firm-specific factors. 


Hayward, Mathew L. A. 


When do Firms Learn from their Acquisition 
Experience? Evidence From 1990-1995 


Vol. 23, No. 1, January 2002, 21-39 


I use an organizational learning perspective to 
examine how the nature, performance and timing 
of a firm’s acquisition experience helps it to learn 
how to select the right acquisition. | predict the 
performance of 214 acquisitions made by 120 firms 
in 6 industries between 1990 and 1995. Results 
show that a firm’s focal acquisition performance 
positively relates to prior acquisitions that are 
a) not highly similar or dissimilar to the focal 
acquisition, b) associated with small losses and c) 
not too temporally close to or distant from the focal 
acquisition. Taken together, these results identify 
the broad conditions in which firms generate 
adaptive and timely inferences from acquisition 
experience. 


Hayward, Mathew L. A. 

Professional Influence: The Effects of Investment 
Banks on Clients’ Acquisition Financing and 
Performance 

Vol. 24, No. 9, September 2003, 783-801 


This study examines the conditions in which 
professional firms use client engagements to get 
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clients to subsequently hire them. The central 
thesis is that professional firms derive power from 
their specialized expertise and lead clients towards 
complex problems that apply the expertise. In 
particular, relative to cash-financed acquisitions, 
stock-financed acquisitions more intensively apply 
investment banks’ expertise. Consistent with 
expectations, results from a sample of 404 
acquisitions show that firms are more likely to 
hire banks on stock-financed acquisitions when 
they have previously used banks. Evidence also 
suggests that clients that hire banks on such 
acquisitions are prone to adverse performance 
from them. Overall, these results suggest that 
professional firms lead clients to complex solutions 
with problematic outcomes. 


Hayward, Mathew L. A., 
and Timothy G. Pollock 


Violina P. Rindova 


Believing One’s Own Press: The Causes and 
Consequences of CEO Celebrity 


Vol. 25, No. 7, July 2004, 637-653 


This theoretical article introduces the construct 
of CEO celebrity in order to explain how the 
tendency of journalists to attribute a firm’s actions 
and outcomes to the volition of its CEO affects 
such firm. In the model developed here, journalists 
celebrate a CEO whose firm takes strategic actions 
that are distinctive and consistent by attributing 
such actions and performance to the firm’s CEO. 
In so doing, journalists over-attribute a firm’s 
actions and outcomes to the disposition of its 
CEO rather than to broader situational factors. 
A CEO who internalizes such celebrity will also 
tend to believe this over-attribution and become 
overconfident about the efficacy of her past 
actions and future abilities. Hubris arises when 
CEO overconfidence results in problematic firm 
decisions, including undue persistence with actions 
that produce celebrity. 


Helfat, Constance E. 
Comment: Edward H. Bowman 1925-1998 
Vol. 22, No. 1, January 2001, 25-26 


No summary given. 
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Helfat, Constance E. 


Guest Editor’s Introduction to the Special Issue: 
The Evolution of Firm Capabilities 


Vol. 21, Special Issue, October-November 2000, 
955-959 


This special issue deals with the question of 
how it is that, over time, some firms manage to 
become successful using their capabilities, while 
other firms do not. The articles examine the ways 
in which firm capabilities emerge, develop, and 
change over time, and the resulting effects on 
firm performance. Conceptual models and analyses 
based on empirical research deal with market entry 
and the evolution of firm capabilities, adaptation 
and change in capabilities, and heterogeneity of 
firm capabilities over time. Within these broad 
themes, specific topics include the role of: pre- 
entry experience and initial conditions, aspirations 
and learning, dynamic capabilities, technological 
change, products and markets, mergers and 
acquisitions, and managerial cognition. 


Helfat, Constance E. 
Eisenhardt 


and Kathleen M. 


Inter-temporal Economies of 
zational Modularity, and the 
Diversification 


Scope, Organi- 


Vol. 25, No. 13, December 2004, 1217-1232 


The question of whether corporations add value 
beyond that created by individual businesses has 
engendered much debate in recent years. Some 
of this debate has focused on the pros and cons 
of related vs. unrelated diversification. A standard 
explanation of the benefits of related diversification 
has to do with the ability to obtain intra-temporal 
economies of scope from contemporaneous sharing 
of resources by related businesses within the 
firm. In contrast, this paper deals with inter- 
temporal economies of scope that firms achieve 
by redeploying resources and capabilities between 
related businesses over time, as firms exit 
some markets while entering others. The transfer 
of resources due to market exit distinguishes 
our treatment of inter-temporal economies of 
scope from standard intra-temporal economies 
of scope. In addition, these inter-temporal 
economies can benefit from a decentralized and 
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modular organizational structure. This ability 
to obtain inter-temporal economies of scope 
Via organizational modularity and recombination 
suggests that corporations do not necessarily need 
a high degree of coordination between business 
units in order to benefit from a strategy of related 
diversification. 


Helfat, Constance E. and Margaret A. Peteraf 


The Dynamic Resource-Based View: Capability 
Lifecycles 


Vol. 24, Special Issue, October 2003, 997-1010 


This article introduces the concept of the capability 
lifecycle (CLC), which articulates general patterns 
and paths in the evolution of organizational 
capabilities over time. The capability lifecycle 
provides a structure for a more comprehensive 
approach to dynamic resource-based theory. The 
analysis incorporates the founding, development, 
and maturity of capabilities in a manner that 
helps to explain the sources of heterogeneity in 
organizational capabilities. In addition, the analysis 
includes the ‘branching’ of an original capability 
into several possible altered forms. 


Helfat, Constance E. and Ruth S. Raubitschek 


Product Sequencing: Co-Evolution of Knowledge, 
Capabilities and Products 


Vol. 21, Special Issue, October-November 2000, 
961-979 


This article provides a conceptual model that 
explains how the coevolution of organizational 
knowledge, capabilities, and products over long 
time spans can result in competitive advantage 


through innovation and strategic linkage of 
products at a point in time and over time. At the 
heart of the model are sequences of products within 
and across markets, supported by an underlying 
system of knowledge and systems of learning. 
This dynamic model brings the importance of 
the products themselves, supported by vertical 
chains of activities, into the analysis of resource 
and knowledge-based competitive advantage. The 
model also suggests that we can think about 
the evolution of firms, and by implication the 
evolution of industries, not only in terms of 
knowledge and capabilities, but also in terms 
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of vertical chains and products. Short company 
histories illustrate the workings of the model. 


Henderson, James and Karel Cool 


Corporate Governance, Investment Bandwagons 
and Overcapacity: An Analysis of the Worldwide 
Petrochemical Industry, 1975-95 


Vol. 24, No. 4, April 2003, 349-373 


Previous research has provided conflicting argu- 
ments and evidence on which corporate gover- 
nance system—bank based or market based—is bet- 
ter in preventing managers from investing in value- 
destroying projects. This paper attempts to further 
the debate by comparing the effect of these dif- 
ferent corporate governance systems on prevent- 
ing capacity expansion bandwagon behavior in the 
worldwide petrochemical industry in the period 
1975-95. Our study shows, first, that neither sys- 
tem is particularly effective in curbing overinvest- 
ment; however, the market-based system seems to 
be less ineffective than the bank-based system. 
Second, free cash flow appears to drive greater 
bandwagon behavior in the market-based system 
than in the bank-based system. Finally, within the 
bank-based system, companies that rely on one 
bank-shareholder are more likely to join the band- 
wagon than those with more than one. 


Henderson, James and Karel Cool 


Learning to Time Capacity Expansions: An Empir- 
ical Analysis of the Worldwide Petrochemical 
Industry, 1975-95 


Vol. 24, No. 5, May 2003, 393-413 


This paper examines how firms may learn to better 
time their capacity expansion decisions through 
their own and their rivals’ past experiences. A 
review of the literature shows that there may 
be several reasons for firms to bunch their 
capacity additions or ‘hop on an investment 
bandwagon. These reasons include coordinating 
through maintaining market shares, information 
effects, and decision-making biases. Given the 
substantial evidence of organizational learning, 
firms may be expected to improve their timing 
skills of capacity additions through their previous 
Capacity expansion experience. Hypotheses are 
developed both for proprietary learning and 
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learning at the industry level, and for forgetting. 
These hypotheses are tested on a _ database 
consisting of 72 companies operating in the 
petrochemicals industry in the United States, 
Europe, and Japan from 1975 to 1995. The results 
indicate that learning in timing capacity expansion 
decisions comes primarily from within firms 
through an accumulation of their poor outcomes. 
However, this timing skill is far more apparent in 
greenfield than incremental expansion decisions. 


Hennart, Jean-Francois and Sabine B. Reddy 


Digestibility and Asymmetric Information in the 
Choice between Acquisitions and Joint Ventures: 
Where’s the Beef? 


Vol. 21, No. 2, February 2000, 191-193 


in response to our empirical findings _ that, 
contrary to the predictions of the information 
asymmetry hypothesis, joint ventures are not 
more, but instead less likely when parents belong 
to different industries, Balakrishnan and Reuer 
argue that (1) the information asymmetry and 
the indigestibility hypotheses are theoretically 
complementary and (2) our results may be affected 
by the characteristics of our sample. In fact, the 
goal of our study was not to deny the theoretical 
validity of alternative theories of joint ventures, 
but only to ascertain their relative explanatory 
power. We therefore agree that both theories are 
complementary, but show that our findings are not 
explained by our sample, but instead by the way 
we test the information asymmetry hypothesis. 


Hillman, Amy J. and Gerald D. Keim 


Shareholder Value, Stakeholder Management, and 
Social Issues: What’s the Bottom Line? 


Vol. 22, No. 2, February 2001, 125-139 


We test the relationship between shareholder 
value, stakeholder management, and social issue 
participation. Building better relations with 
primary stakeholders like employees, customers, 
suppliers, and communities could lead to increased 
shareholder wealth by helping firms develop 
intangible, valuable assets which can be sources 
of competitive advantage. On the other hand, 
using corporate resources for social issues not 
related to primary stakeholders may not create 
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value for shareholders. We test these propositions 
with data from S&P 500 firms and find evidence 
that stakeholder management leads to improved 
shareholder value, while social issue participation 
is negatively associated with shareholder value. 


Hite, Julie M. and William S. Hesterly 


The Evolution of Firm Networks: From Emergence 
to Early Growth of the Firm 


Vol. 22, No. 3, March 2001, 275-286 


This paper addresses whether cohesive networks 
of socially embedded ties or sparse networks rich 
in structural holes are more conducive to the 
success of new firms. We propose that the networks 
of emerging firms evolve in order to adapt to 
the firm’s changing resource needs and resource 
challenges. As firms emerge, their networks consist 
primarily of socially embedded ties drawn from 
dense, cohesive sets of connections. We label these 
networks identity based. As firms move into the 
early growth stage, their networks evolve toward 
more ties based on a calculation of economic 
costs and benefits. This shift from identity-based 
to more calculative networks is manifested in the 
evolution of the firm networks: (1) from primarily 
socially embedded ties to a balance of embedded 
and arm’s-length relations; (2) from networks that 
emphasize cohesion to those that exploit structural 
holes; and (3) from a more path-dependent to a 
more intentionally managed network. Thus, this 
paper suggests that both cohesive and_ sparse 
networks are conducive to firm performance when 
they are aligned with and address firms’ evolving 
resource challenges. 


Hitt, Michael A., R. Duane Ireland, S. Michael 
Camp and Donald L. Sexton 


Guest Editors’ Introduction to the Special 
Issue: Strategic Entrepreneurship: Entrepreneurial 
Strategies for Wealth Creation 


Vol. 22, Special Issue, June—July 2001, 479-491 


Entrepreneurship involves identifying and exploit- 
ing entrepreneurial opportunities. However, to cre- 
ate the most value entrepreneurial firms also need 
to act strategically. This calls for an integration of 
entrepreneurial and strategic thinking. We explore 
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this strategic entrepreneurship in several impor- 
tant organizational domains to include external 
networks and alliances, resources and organiza- 
tional learning, innovation and internationalization. 
The research in this special issue examines both 
traditional (e.g., contingency theory, strategic fit) 
and new theory (e.g., cultural entrepreneurship, 
business model drivers). The research also inte- 
grates, extends, and tests theory and research from 
entrepreneurship and strategic management in new 
ways such as creative destruction (discontinuities), 
resource-based view, organizational learning, net- 
work theory, transaction costs and institutional the- 
ory. The research presented herein provides a basis 
for future research on strategic entrepreneurship 
for wealth creation. 


Hodgkinson, Gerard P., A. 
Nicola J. Bown, 
Keith W. Glaister 


John Maule, 
Alan D. Pearman and 


Further Reflections on the Elimination of Framing 
Bias in Strategic Decision Making 


Vol. 23, No. 11, November 2002, 1069-1076 


Wright and Goodwin (2002) maintain that, in terms 
of experimental design and ecological validity, 
Hodgkinson ef al. (1999) failed to demonstrate 
either that the framing bias is likely to be of 
salience in strategic decision making, or that 
causal cognitive mapping provides an effective 
means of limiting the damage accruing from 
this bias. In reply, we show that there is ample 
evidence to support both of our original claims. 
Moreover, using Wright and Goodwin’s own data 
set, we demonstrate that our studies did in fact 
attain appropriate levels of ecological validity, and 
that their proposed alternative to causal cognitive 
mapping, a decision tree approach, is far from 
‘simpler.’ Wright and Goodwin’s approach not 
only fails to eliminate the framing bias—it leads 
to confusion. 


Holbrook, Daniel, Wesley M. Cohen, David A. 
Hounshell and Steven Klepper 


The Nature, Sources, and Consequences of 
Firm Differences in the Early History of the 
Semiconductor Industry 


Vol. 21, Special Issue, October-November 2000, 
1017-1041 
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Four entrants into the early semiconductor indus- 
try—Sprague Electric, Motorola, Shockley Semi- 
conductor Laboratories, and Fairchild Semicon- 
ductor—displayed remarkably different perfor- 
mance and behavior. Case studies of the firms 
demonstrate that the key differences stemmed from 
the firms’ technological goals and activities and 
their abilities to integrate R&D and manufactur- 
ing. These differences can in turn be related to the 
firms’ origins and their different conditions upon 
entry into the semiconductor industry, which had 
lasting effects due to constraints on change. While 
the cases offer limited prescriptions for manage- 
ment, they underscore the importance of techno- 
logical diversity for an industry’s rate of technical 
advance and, in turn, public policies that support 
such diversity. 


Hoopes, David G., Tammy L. Madsen and Gor- 
don Walker 


Guest Editors’ Introduction to the Special Issue: 
Why Is There a Resource-Based View? Toward a 
Theory of Competitive Heterogeneity 


Vol. 24, Special Issue, October 2003, 889-902 


Although the resource-based view (RBV) is one 
of the most popular and fruitful areas of strategy 
research, it often perplexes scholars from other 
disciplines. Also, it is unclear whether strategy 
scholars themselves agree on the RBV’s basic 
issues and premises. To clarify the contribution 
of the RBV, in this paper we elaborate its basic 
tenets and relate them to other current research 
on interfirm performance variance. We suggest a 
more expansive discussion of sustained differences 
among firms and thereby develop a broad theory 
of competitive heterogeneity. 


Hoskisson, Robert E., Albert A. Cannella, Jr., 
Laszlo Tihanyi and Rosario Faraci 


Asset Restructuring and Business Group Affilia- 
tion in French Civil Law Countries 


Vol. 25, No. 6, June 2004, 525-539 


We examine the relationship of environmental 
antecedents to asset restructuring in nine French 


civil law countries in Latin America and 
Europe. In these countries, business group 
affiliation helps member firms to access resources, 
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take advantage of environmental opportunities, 
and neutralize threats. Results indicated that 
environmental antecedents, such as change in 
country development, increased competition and 
deregulation led to increased asset restructuring. 
More importantly, however, we also found that the 
influence of environmental factors was moderated 
by business group membership. The relationship 
between change in country development and 
restructuring was stronger for group-affiliated 
firms and the effects of increased competition and 
deregulation on asset restructuring were stronger 
for primarily independent firms. Our study offers 
additional evidence that organizations may respond 
differently to environmental opportunities and 
threats depending on the institutional setting. 


Hough, Jill R. and Margaret A. White 


Environmental Dynamism and Strategic Decision- 
Making Rationality; An Examination at the 
Decision Level 


Vol. 24, No. 5, May 2003, 481-489 


Several approaches have been used to explore 
environmental dynamism as a contingent predictor 
of the relationship between rational-comprehensive 
strategic decision-making and firm-level perfor- 
mance. At the decision level of analysis, how- 
ever, small sample sizes, low statistical power, and 
Statistical dependence have plagued the research. 
Through the use of a simulated decision-making 
environment and multilevel analysis, this study 
examined 400 decisions from 54 executive teams. 
Consistent with much of the existing firm-level 
research, the results indicated that environmental 
dynamism may moderate the relationship between 
rational-comprehensive decision making and deci- 
sion quality. Surprisingly, the form of the relation- 
ship differed from much of the firm-level research. 


Hult, G. Tomas M. and David J. Ketchen Jr. 


Does Market Orientation Matter? A Test of the 
Relationship Between Positional Advantage and 
Performance 


Vol. 22, No. 9, September 2001, 899-906 


A recent series of articles in the Strategic 
Management Journal has discussed the potential 
value of an organization developing a market 
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orientation in its quest to achieve success. 
We posit that market orientation can enhance 
success, but that its potential value should 
not be considered in isolation. Specifically, 
we draw on the resource-based view of the 
firm to suggest that four capabilities—market 
orientation, entrepreneurship, innovativeness, and 
organizational learning—each contribute to the 
creation of positional advantages for some firms. 
The data used are drawn from 181 large 
multinational corporations (MNC). The results 
indicate that positional advantages arising from the 
confluence of market orientation, entrepreneurship, 
innovativeness, and organizational learning have 
a positive effect on MNC performance (five-year 
average change in ROI, income, and stock price). 
Overall, the results support the contention that 
market orientation can enhance success, albeit 
within the context of other important phenomena. 
Huyghebaert, Linda M. 
Van de Gucht 


Nancy and 


Incumbent Strategic Behavior in Financial Markets 
and the Exit of Entrepreneurial Start-ups 


Vol. 25, No. 7, July 2004, 669-688 


This paper empirically investigates the forces 
that shape the post-entry exit probability of 
entrepreneurial start-ups, with an emphasis on 
the impact of incumbents’ strategic behavior in 
financial markets. We find that entrepreneurial 
start-ups in highly competitive industries are 
more likely to exit and that leverage compounds 
this exit risk. However, the latter result only 
holds when potential adverse selection and moral 
hazard problems in financial markets are large at 
start-up. Under these circumstances, competitors 
can negatively influence creditors’ perceptions 
on entrepreneurial quality or behavior through 
aggressive strategic actions to impede future 
financing and induce the start-up’s exit. 


Inkpen, Andrew C. 


A Note on the Dynamics of Learning Alliances: 
Competition, Cooperation, and Relative Scope 


Vol. 21, No. 7, July 2000, 775-779 


Khanna, Gulati, and Nohria (1998) examine the 
dynamics of alliance learning and develop a 
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conceptual framework designed to capture the 
tension between cooperation and competition. 
Based on the concepts of private and common 
benefits and relative scope, the authors explore 
firms’ learning behavior patterns. This note 
comments on the framework and _ suggests 
that although the framework introduces some 
interesting concepts, the reliance on simple models 
from economic theory leaves the framework 
somewhat disconnected from the process of 
alliance management. 


Jayaraman, Narayanan, Ajay 
Edward Nelling and Jeffrey Covin 


Khorana, 


CEO Founder 
Performance 


Status and Firm Financial 


Vol. 21, No. 12, December 2000, 1215-1224 


Founders create their organizations, yet are often 
expected to eventually become liabilities to these 
same organizations. Past empirical research on the 
relationship between CEO founder status (i.e., is 
the CEO also the founder?) and firm performance 
has yielded inconsistent results. This study of 94 
founder- and nonfounder-managed firms finds that 
founder management has no main effect on stock 
returns over a 3-year holding period, but that 
firm size and firm age moderate the CEO founder 
Status-firm performance relationship. 


Jensen, Michael and Edward J. Zajac 


Corporate Elites and Corporate Strategy: How 
Demographic Preferences and Structural Position 
Shape the Scope of the Firm 


Vol. 25, No. 6, June 2004, 507-524 


This study combines elements of the upper 
echelons and agency perspectives to resolve some 
of the ambiguity surrounding how corporate 
elites affect corporate strategy. We propose 
and test the notion that while differences in 
individual characteristics of corporate elites may 
imply different preferences for particular corporate 
strategies such as diversification and acquisitions, 
these basic preferences, when situated in different 
agency contexts (e.g., CEO, outsider director, non- 
CEO top management team member), generate 
very different strategic outcomes. Our detailed 
empirical findings, based on extensive longitudinal 
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governance and corporate strategy data from large 


U.S. corporations, also highlight the pitfalls of 


using aggregate units of analysis (e.g., board of 
directors or top management team) when studying 
the influence of corporate elites on corporate 
strategy. 


Jobber, David and Gordon J. Lucas 


The Modified Tichy TPC Framework for Pattern 
Matching and Hypothesis Development in Histor- 
ical Case Study Research 


Vol. 21, No. 8, August 2000, 865-874 


Scholars’ calls for an integrating view of the 
technical, political, and cultural (TPC) aspects 
of management lead to examining Tichy’s TPC 
framework as the basis of such a view. Tichy’s 
framework is shown to require modification to 
include the TPC systems of a firm’s customers 
and competitors, and a modified TPC framework 
is proposed. This framework’s usefulness for 
pattern matching to identify causes of performance 
is demonstrated in historical case research into 
a strategic group marketing IBM-compatible 


mainframes. A result is four testable hypotheses 


suggesting how firms’ success marketing to 
organizations depends on effective integration 
between marketing and general management, and a 
potential cause of variations in performance within 
strategic groups and during movement between 
strategic groups. In addition, a method for testing 
and developing hypotheses by pattern matching on 
a modified TPC framework is demonstrated. 


Johnson, Douglas R. and David G. Hoopes 


Managerial Cognition, Sunk Costs, and the 
Evolution of Industry Structure 


Vol. 24, Special Issue, October 2003, 1057-1068 


A significant body of research investigates whether 
intraindustry competitors hold a common pattern 
of beliefs (or schema). Some work suggests 
that socially constructed shared beliefs, not 
technology-based economic factors, determine 
industry structure. While research on managerial 
cognition is important because it helps strategy 
researchers incorporate bounded rationality into 
otherwise hyper-rational theories, we take issue 
with the notion that the social construction works 
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independently of economic factors. Empirical 
studies looking for shared beliefs find conflicting 
results. Some work suggests that managers in 
an industry share a common set of beliefs; 
other work finds the opposite (managers do not 
share common beliefs). Understanding, if and 
to what extent, managerial cognition influences 
industry structure and competitive heterogeneity 
would greatly expand our understanding of 
strategy and firm performance. We model 
bounded rationality, cognition (belief formation), 
competition (economic restraints), and industry 
structure (competitive heterogeneity). We find 
that competitive pressure and bounded rationality 
induce agents (firms or managers) to focus their 
attention on nearby competitors. Thus, firms 
develop biased estimates of their competitive 
environment. These estimates correlate with the 
estimates of nearby firms. Thus, clusters of firms 
will have similar beliefs resulting in stable strategic 
and performance heterogeneity within an industry. 
However, as competitive pressures and the costs 
of strategic change decrease, managerial beliefs 
tend to converge, and the pattern of strategies 
that emerges is consistent with those predicted 
by economic theory, even under conditions of 
bounded rationality. 


Johnson, James P., M. Audrey Korsgaard and 
Harry J. Sapienza 


Perceived Fairness, Decision Control, and Com- 
mitment in International Joint Venture Manage- 
ment Teams 


Vol. 23, No. 12, December 2002, 1141-1160 


Previous research examining the effectiveness of 
international joint ventures (IJVs) has focused on 
differences in the backgrounds and_ bargaining 
power of IJV parent firms, while little attention 
has been given to the IJV itself This study takes a 
different perspective by examining the relationship 
between IJV parent firms and the IJV. Specifically, 
we examine how IJV and parent involvement 
in strategic decision-making influences the IJV 
management team’s commitment to the [JV 
and to the parent firms. We hypothesize that 
the IJV management team tends to be more 
committed to the IJV than to the parent firms, 
and that there is a strong positive relationship 
between procedural justice, strategic decision 
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control, and organizational commitment. A field 
study involving 51 IJVs supported our hypotheses. 
We discuss the implications of organizational 
commitment and procedural justice for managing 
JVs. 


Jones, Neil 


Competing after Radical Technological Change: 
The Significance of Product Line Management 
Strategy 


Vol. 24, No. 13, December 2003, 1265-1287 


Research on firm performance after the introduc- 
tion of a radical technological change has primarily 
concerned itself with differences between incum- 
bents and entrants. This paper explores other fac- 
tors that may influence firm performance over the 
longer term after a radical change—specifically, 
those related to product line management strategy. 
Following a radical change, a period of incre- 
mental technological change typically creates the 
opportunity for rapid development of new prod- 
ucts. In such settings, strategies to manage multi- 
ple products, including families of related products 
that can be derived from a common platform, may 
be expected to impact competitive performance, 
especially over the longer term. The data for the 
study are from the telecommunications switching 
sector, specifically the private branch exchange 
(PBX) industry. Fifty-six firms and over 240 new 
products were analyzed over 22 years. This study 
shows that incumbent—entrant-based explanations 
of firm performance are incomplete. In particular, 
the results demonstrate that product line strategy 
explains significant additional variation in firm per- 
formance. The paper tests hypotheses linking both 
overall product line strategy and product platform 
strategy to firm performance. It finds that overall 
product introduction rates and product longevity 
can be linked to performance. It also shows that 
decomposing overall strategy into product platform 
strategy—rates of platform and derivative introduc- 
tion, and platform longevity—can further increase 
explanatory power. In total, the results indicate that 
strategic prescriptions in the literature that empha- 
size development speed alone are oversimplified. 
They also suggest that differences in how rela- 
tionships among products derived from a common 
platform are managed can contribute to competi- 
tive advantage and demand complex trade-offs. 
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Kale, Prashant, Jeffrey H. Dyer and Harbir 
Singh 


Alliance Capability, Stock Market Response, and 
Long-Term Alliance Success: The Role of the 
Alliance Function 


Vol. 23, No. 8, August 2002, 747-767 


This paper addresses two key questions: (1) what 
factors influence firms’ ability to build alliance 
capability and enjoy greater alliance success, 
where firm-level alliance success is measured in 
two ways: (a) abnormal stock market gains fol- 
lowing alliance announcements and (b) managerial 
assessments of long term alliance performance; 
and (2) are the two alternate ways of assessing 
alliance success correlated? We find that firms 
with greater alliance experience and, more impor- 
tantly, those that create a dedicated alliance func- 
tion (with the intent of strategically coordinat- 
ing alliance activity and capturing/disseminating 
alliance-related knowledge) realize greater success 
with alliances. More specifically, firms with a ded- 
icated alliance function achieve greater abnormal 
stock market gains (average of 1.35%) and report 
that 63 percent of alliances are successful whereas 
firms without an alliance function achieve much 
lower stock market gains (average of 0.18%) and 
only a 50 percent long-term success rate. We also 
find a positive correlation between stock market- 
based measures of alliance success and alliance 
success measured through managerial assessments. 
In addition to providing insights into the develop- 
ment of alliance capability among firms, this paper 
is one of the first to provide empirical support for 
the efficient markets argument by demonstrating 
that the initial stock market response to a key event 
positively correlates to the long-term performance 
and value of the event. 


Kale, Prashant, Harbir Singh and Howard 
Perlmutter 


Learning and Protection of Proprietary Assets in 
Strategic Alliances: Building Relational Capital 
Vol. 21, Special Issue, March 2000, 217-237 
One of the main reasons that firms participate in 
alliances is to learn know-how and capabilities 
from their alliance partners. At the same time firms 
want to protect themselves from the opportunistic 
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behavior of their partner to retain their own core 
proprietary assets. Most research has generally 
viewed the achievement of these objectives 
as mutually exclusive. In contrast, we provide 
empirical evidence using large-sample survey data 
to show that when firms build relational capital 
in conjunction with an integrative approach to 
managing conflict, they are able to achieve both 
objectives simultaneously. Relational capital based 
on mutual trust and interaction at the individual 
level between alliance partners creates a_ basis 
for learning and know-how transfer across the 
exchange interface. At the same time, it curbs 
opportunistic behavior of alliance partners, thus 
preventing the leakage of critical know-how 
between them. 


Kalnins, Arturs and Wilbur Chung 


Resource-Seeking Agglomeration: A Study of 
Market Entry in the Lodging Industry 


Vol. 25, No. 7, July 2004, 689-699 


We analyze whether firms prefer collocating 
with incumbent firms when choosing among 
markets to enter, highlighting the role of resource- 
seeking as a motivation for collocation. We 
propose that entrants will locate near others 
possessing resources that can spill over, but will 
avoid locations where existing firms will exploit 
spillovers without contributing. To test these 
propositions, we analyze the location decisions 
of 570 new hotels in Texas between 1992 and 
2000. We find that hotels are attracted to markets 
with branded upscale hotels. Further, we find that 
owners of upscale hotels avoid markets with hotels 
without similar resources. 


Karim, Samina and Will Mitchell 
Path-Dependent and Path-Breaking Change: Re- 
configuring Business Resources Following Acqui- 


sitions in the U.S. Medical Sector, 1978-1995 


Vol. 21, Special Issue, October-November 2000, 
1061-1081 


This paper studies how firms use acquisitions to 
achieve long-term business reconfiguration. We 
base the study in a routine-based perspective 
on business dynamics. We develop and test 
hypotheses concerning the relative extent of 
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change by acquiring and non-acquiring businesses, 
focusing on product line addition, retention, 
and deletion as forms of changing resources. 
We develop and test hypotheses that compare 
and contrast resource-deepening and resource 
extension arguments. We test the hypotheses with 
data from more than 3000 firms that offered more 
than 200 product lines in the U.S. medical sector 
between 1978 and 1995. We find that acquisitions 
play a major role in business reconfiguration, 
offering opportunities for firms to both build 
on existing resources and obtain substantially 
different resources. 


Kassinis, George and Nikos Vafeas 


Corporate Boards and Outside Stakeholders as 
Determinants of Environmental Litigation 


Vol. 23, No. 5, May 2002, 399-415 


Each year, hundreds of firms are prosecuted for 
violating environmental laws and hundreds of 
millions of dollars in penalties are assessed. At 
the same time, a much larger number of firms 
escape the various costs associated with litigation 
by adhering to the provisions of the same laws 
and regulations. It is not a priori apparent why 
this dichotomy exists. In this paper we draw 
on corporate governance and stakeholder theories 
to empirically investigate environmental lawsuits. 
Specifically, we compare the pre-lawsuit profile 
of 209 violators to a sample of matched control 
firms between 1994 and 1998. We find that 
the likelihood of becoming a lawsuit defendant 
increases with board size, with the fraction 
of directors in industrial firms, and with the 
fraction of inside ownership, and decreases with 
the number of directorships held by outside 
directors. These findings are robust to alternative 
dependent variable specifications. Together, our 
results suggest that managers, researchers, and 
policy-makers need to direct their attention to the 
corporate board as the core decision-making unit 
forming corporate environmental policies. 


Kaufman, Allen, 
Gregory Theyel 


Craig H. Wood and 


Collaboration and Technology Linkages: A 
Strategic Supplier Typology 


Vol. 21, No. 6, June 2000, 649-663 
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This study uses frameworks from the strategic 
management and operations strategy literatures 
to explore the relationships among collaboration, 
technology, and innovation in small and medium- 
sized manufacturers. Statistical analysis of the 
responses of 200 New Hampshire manufactur- 
ing companies in four SIC code industries (fabri- 
cated metals, industrial equipment, electrical and 
electronic equipment, and instruments) leads to 
the development of a strategic supplier typology 
which is useful in explaining the differences in the 
composition and performance of various types of 
suppliers. 

and Nitin 


Khanna, Tarun, 


Nohria 


Ranjay Gulati 


The Economic Modeling of Strategy Process: 
‘Clean Models’ and ‘Dirty Hands’ 


Vol. 21, No. 7, July 2000, 781-790 


We argue that our model of learning in alliances 
(Khanna, Gulati and Nohria, 1998) is an economic 
model of strategy process. We discuss implications 
of this view for the strategy process vs. content 
debate, for the appropriate testing of models of 
strategy process, and for the role of economics in 
helping understand strategy process. We propose 
that the ‘clean models’ from economics and 
‘dirty hands’ of traditional process inquiries 
offer research designs that are complementary 
rather than incompatible (Hirsch, Michaels and 
Friedman, 1987). 


Khanna, Tarun and Jan W. Rivkin 


Estimating the Performance Effects of Business 
Groups in Emerging Markets 


Vol. 22, No. 1, January 2001, 45-74 


Business groups—confederations of legally inde- 
pendent firms—are ubiquitous in emerging econo- 
mies, yet very little is known about their effects 
on the performance of affiliated firms. We con- 
ceive of business groups as responses to market 
failures and high transaction costs. In doing so, we 
develop hypotheses about the effects of group affil- 
iation on firm profitability: affiliation could either 
boost or depress firm profitability, and members of 
a group are likely to earn rates of return similar to 
other members of the same group. Using a unique 
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data set compiled largely from local sources, we 
test for these effects in 14 emerging markets: 
Argentina, Brazil, Chile, India, Indonesia, Israel, 
Mexico, Peru, the Philippines, South Africa, South 
Korea, Taiwan, Thailand, and Turkey. We find evi- 
dence that business groups indeed affect the broad 
patterns of economic performance in 12 of the 
markets we examine. Group affiliation appears to 
have as profound an effect on profitability as does 
industry membership, yet strategy scholars have a 
much clearer grasp of industries than of groups. 
Moreover, membership in a group raises the prof- 
itability of the average group member in several 
of the markets we examine. This runs contrary to 
the wisdom, conventional in advanced economies, 
that unrelated diversification depresses profitabil- 
ity. Overall, our findings suggest that the roots 
of sustained differences in profitability may vary 
across institutional contexts; conclusions drawn in 
one context may well not apply to another. 

Robert E. 


Kim, Hicheon, Hoskisson and 


William P. Wan 


Power Dependence, Diversification Strategy, and 
Performance in Keiretsu Member Firms 


Vol. 25, No. 7, July 2004, 613-636 


Conceptualizing the keiretsu as a power-depend- 
ence system, we propose that benefits accruing 


from keiretsu affiliation differ across member 
firms, depending on their power in (or dependence 
on) the keiretsu. By integrating power with 
governance and internal market perspectives on 
group affiliation, we develop and find general 
support for the hypotheses that powerful keiretsu 
member firms are able to place more emphasis 
on growth in pursuing product and international 
diversification, whereas less powerful keiretsu 
member firms are subject to strong monitoring 
and emphasize profitability. These findings provide 
support to the study’s proposition that power- 
dependence relationships in a keiretsu influence 
member firms’ appropriation of group affiliation 
benefits in pursuing diversification strategies. 


King, Adelaide Wilcox and Carl P. Zeithaml 


Competencies and Firm Performance: Examining 
the Causal Ambiguity Paradox 


Vol. 22, No. 1, January 2001, 75-99 
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Resource-based theory argues that resources must 
be valuable, rare, inimitable, and lack substitutes 
to confer competitive advantage. Inimitability is 
a lynchpin of resource-based theory and central 
to understanding the sustainability of competitive 
advantage. 

Although scholars recognize a positive rela- 
tionship between causal ambiguity and inim- 
itability, the relationship among critical resources 
called competencies, causal ambiguity, and firm 
performance remains an unresolved conundrum. 
One perspective suggests that causal ambigu- 
ity regarding competencies and performance is 
necessary among internal and external managers 
for sustainable competitive advantage because it 
severely limits imitation. Causal ambiguity, there- 
fore, enhances firm performance. Another view 
holds that causal ambiguity places a constraint on 
the transfer and leveraging of these competencies 
within a firm. In this case, causal ambiguity may 
adversely influence firm performance. 

This paper takes a resource-based view to 
develop and test hypotheses that relate managers’ 
perceptions of causal ambiguity to their firm’s per- 
formance. The hypotheses examine relationships 
between firm performance and (1) causal ambigu- 
ity regarding the link between competencies and 
competitive advantage, and (2) causally ambigu- 
ous characteristics of competencies. Research 
involving 224 executives in 17 organizations 
provides valuable insights into the relationships 
between causal ambiguity and firm performance. 
A model is then developed based on these find- 
ings. Particular consideration is given to the dif- 
fering ways top and middle managers in a firm 
may experience causal ambiguity and to how these 
differences may be understood and managed. 


King, Adelaide Wilcox and Carl P. Zeithaml 


Measuring Organizational Knowledge: A Concep- 
tual and Methodological Framework 


Vol. 24, No. 8, August 2003, 763-772 


Knowledge is fundamental to strategic success. 
Limited progress has been made, however, in 
measuring organizational knowledge. We employ 
research on resource-based theory and organi- 
zational epistemology to suggest a perceptual 
approach to measuring knowledge. We present a 
research protocol to identify a domain of orga- 
nizational knowledge resources within industries. 
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Using a sample of organizations from the hospi- 
tal and textile industries, we interviewed CEOs to 
identify the feasible set of knowledge resources. 
We presented this set to managers at those organi- 
zations to measure their perceptions of the value- 
added of each knowledge resource for their orga- 
nizations. The results demonstrate that the impor- 
tance of knowledge resources varies by indus- 
try and organization, and calls to question efforts 
to generate an inventory of generic knowledge 
resources that is applicable across industries. 


King, Andrew A. and J. Myles Shaver 


Are Aliens Green? Assessing Foreign Establish- 
ments’ Environmental Conduct in the United 
States 


Vol. 22, No. 11, November 2001, 1069-1085 


Previous research has found that foreign-owned 
establishments often lack specific capabilities 
needed to respond to local business conditions 
and are held to a higher standard by local 
stakeholders. These establishments compensate, 
however, by possessing offsetting capabilities such 
as technological excellence. In this article, we 
investigate how these conflicting forces shape 
the environmental conduct of foreign-owned 
facilities. Using data from the Environmental 
Protection Agency, we find that foreign-owned 
establishments generate more waste yet manage 
more waste than U.S.-owned establishments. We 
also find evidence that both domestic and foreign- 
owned firms generate more waste if they operate 
multiple facilities across multiple jurisdictions in 
the United States. 


King, David R., Dan R. Dalton, Catherine M. 
Daily and Jeffrey G. Covin 


Meta-analyses of Post-acquisition Performance: 
Indications of Unidentified Moderators 


Vol. 25, No. 2, February 2004, 187-200 


Empirical research has not consistently identified 
antecedents for predicting post-acquisition perfor- 
mance. We employ meta-analytic techniques to 
empirically assess the impact of the most com- 
monly researched antecedent variables on post- 
acquisition performance. We find robust results 
indicating that, on average and across the most 
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commonly studied variables, acquiring firms’ per- 
formance does not positively change as a func- 
tion of their acquisition activity, and is negatively 
affected to a modest extent. More importantly, 
our results indicate that unidentified variables may 
explain significant variance in post-acquisition per- 
formance, suggesting the need for additional the- 
ory development and changes to M&A research 
methods. 


Klepper, Steven and Kenneth L. Simons 


Dominance by Birthright: Entry of Prior Radio 
Producers and Competitive Ramifications in the 
U.S. Television Receiver Industry 


Vol. 21, Special Issue, October-November 2000, 
997-1016 


The U.S. television receiver industry evolved to 
be an oligopoly dominated by firms that produced 


radios prior to TVs. Data on the experience of 


all U.S. radio manufacturers and on the length 
of survival and rate of innovation of all U.S. 
TV entrants are collected to analyze how radio 
experience influenced entry, firm performance, 
and the evolution of market structure in the TV 
industry. Consistent with a model of the evolution 
of an oligopolistic industry, more experienced 
radio firms were more likely to enter TV 
manufacturing, had higher innovation rates, and 
in turn had greater market shares and longer 
survival, suggesting that firm capabilities and the 
evolution of the TV industry’s market structure 
were critically shaped by firms’ experience prior 
to entry. 


Knott, Anne Marie 


Persistent Sustainable 


Innovation 


Heterogeneity and 


Vol. 24, No. 8, August 2003, 687—705 


One of the concerns with strategy as a field is 
that its goal (durable profits) appears at odds with 
that of microeconomics (homogeneous firms with 
zero profits). Thus even if we can find sources 
of durable profits, maybe we shouldn’t—because 
doing so comes at the expense of social welfare. 


In this sense, strategy is an ‘economic bad.’ 
Probably the most vivid evidence of this tension 
is the fact that Porter's Competitive Strategy 
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(1982) is Industrial Organization turned on its 
head—exploiting indications of anti-competitive 
behavior to create prescriptions for durable profits. 
This study presents a parallax view in which the 
field of strategy is an economic good. In this view, 
heterogeneity stimulates innovation and economic 
growth. The underlying logic is that heterogeneity 
fuels diffusion; diffusion erodes leaders’ shares; 
the loss of shares stimulates innovation, which 
in turn fuels new diffusion. | develop this view 
through a simple model of firms embedded in 
an industry, and then evaluate the model via 
simulation. The key issue for the model is whether 
there are steady states that sustain heterogeneity 
and innovation. Results indicate that heterogeneity 
persists in roughly half the industry conditions 
I examined. Furthermore innovation and growth 
are sustained under those conditions. What is 
comforting about the set of conditions is that they 
accommodate (and indeed require) all the things 
we hold dear: industrial policy, and strategic as 
well as routine behavior by firms. The new insights 
are as follows: (1) heterogeneity fuels growth 
(thus ‘strategy’ is an economic good, rather than 
anathema to allocative efficiency); (2) persistent 
heterogeneity is feasible even in the presence of 
spillovers (without isolating mechanisms); (3) but 
this heterogeneity (while persistent) requires 
managers to actively preserve the inherent value 
of their resource advantages—firms can’t rest on 
their laurels; (4) policy prescriptions differ from 
those of prior innovation models. 


Knott, Anne Marie 


The Organizational Routines Factor Market 


Paradox 
Vol. 24, Special Issue, October 2003, 929-943 


The resource-based view (RBV) of strategy holds 
that superior organizational routines can be a 
source of value if and only if there is an isolating 
mechanism preventing their diffusion throughout 
industry. Generally this isolating mechanism 
is taken to be the tacitness of the routines. 
However, the existence of franchises, a market for 
organizational routines, poses a challenge to this 
RBV-if the routine is to be conveyed across a 
market, it can’t be tacit. This paper examines the 
necessary and sufficient conditions of the RBV 
to find the weak link leading to the paradox of 
explicit, yet valuable franchise routines. 
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Kogut, Bruce 


The Network as Knowledge: Generative Rules and 
the Emergence of Structure 


Vol. 21, Special Issue, March 2000, 405-425 


The imputation problem is how to account for 
the sources of the value of the firm. I propose 
that part of the value of the firm derives from 
its participation in a network that emerges from 
the operation of generative rules that instruct the 
decision to cooperate. Whereas the value of firm- 
level capabilities is coincidental with the firm as 
the unit of accrual, ownership claims to the value 
of coordination in a network pit firms potentially 
in Opposition with one another. We analyze the 
work on network structure to suggest two types 
of mechanisms by which rents are distributed. 
This approach is applied to an analysis of the 
Toyota Production System to show how a network 
emerged, the rents were divided to support network 
capabilities, and capabilities were transferred to the 
United States. 


Koka, Balaji R. and John E. Prescott 


Strategic Alliances as Social Capital: A Multidi- 
mensional View 


Vol. 23, No. 9, September 2002, 795-816 


Defining social capital in terms of the informa- 
tion benefits available to a firm due to its strate- 
gic alliances we present a theory of social capital 
that conceptualizes it as a multidimensional con- 
struct. We draw from the literature to argue that 
social capital yields three distinctly different kinds 
of information benefits in the form of informa- 
tion volume, information diversity, and informa- 
tion richness. This extends current theoretical and 
empirical research by specifying and empirically 
demonstrating three interrelated yet distinct dimen- 


sions of social capital. Firms vary in their levels of 


social capital not just on their structural position 
in an alliance network but also in the dynam- 
ics that underlie alliance formation and mainte- 
nance. More importantly, the different dimensions 
of social capital theoretically provide differential 


benefits. We establish the construct validity of 


our proposed three-dimensional conceptualization 
of social capital using longitudinal data on the 
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population of strategic alliances formed during the 
period 1980—94 by firms in the global steel indus- 
try. In addition, we establish predictive validity 
by demonstrating that the information dimensions 
have differential effects on firm performance, using 
firm nationality as a contingency. 


Konrad, Alison M. and Robert Mangel 


The Impact of Work-Life Programs on Firm 
Productivity 


Vol. 21, No. 12, December 2000, 1225-1237 


This research examined the adoption of work-life 
programs and the impact of work-life programs on 
firm productivity. Human resource executives in 
a national sample of 658 organizations provided 
survey data on firm characteristics and work- 
life programs. In these 658 organizations, the 
percentage of professionals and the percentage 
of women employed were positively related to 
the development of more extensive work-life 
programs. Productivity data were obtained from 
CD Disclosure for 195 public, for-profit firms. 
Significant interaction effects indicated that in 
these 195 firms work-life programs had a stronger 
positive impact on productivity when women 
comprised a larger percentage of the workforce and 
when a higher percentage of professionals were 
employed. 


Kotabe, Masaaki, Xavier Martin and Hiroshi 
Domoto 


Gaining from Vertical Partnerships: Knowledge 
Transfer, Relationship Duration and Supplier 
Performance Improvement in the U.S. and 
Japanese Automotive Industries 


Vol. 24, No. 4, April 2003, 293-316 


We study sources of operational performance 
improvement in supplier partnerships. We argue 
that supplier performance will benefit most 
where time-bound relational assets have developed 
between a buyer and supplier and the firms 
exploit the resulting communication efficiency by 
transferring productive knowledge. We examine 
the effects of two forms of knowledge exchange 
together with the prior duration of the buyer- 
supplier relationship. We find similar interaction 
patterns in two survey samples of Japanese and 
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U.S. automotive suppliers. The effect of ordinary 
technical exchanges on supplier performance 
improvement does not vary with relationship 
duration. The effect of higher-level technology 
transfer, however, grows more positive as 
relationship duration increases. Other results show 
relevant contrasts consistent with heterogeneous 
sourcing behavior between the two countries. The 
findings highlight the role of relational assets and 
show that it is important to distinguish between 
simple techniques and higher-level technological 
capabilities when studying interfirm relationships. 
This research extends the literatures on knowledge 
transfer, buyer-supplier partnerships, and the 
performance dynamics of interfirm and intrafirm 
relationships in general. 


Krishnan, Ranjani A., Satish Joshi and Hema 
Krishnan 


The Influence of Mergers on Firms’ Product-Mix 
Strategies 


Vol. 25, No. 6, June 2004, 587-611 


This study draws on the institutional and resource- 
based theories of the firm and examines whether 
multi-product firms use mergers as a strategic 
tool to reconfigure their product-mix toward 
high-profit products. We propose that mergers 
facilitate product-mix reconfiguration: by relaxing 
institutional and organizational constraints on 
resource redeployment. Analysis of data from the 
U.S. hospital industry reveals that, relative to non- 
merging hospitals, merging hospitals increased 
their presence in profitable, insured services, but 
did not shift away from low-profit service used by 
the uninsured. 


Krug, Jeffrey A. and W. Harvey Hegarty 


after an 
Managers in 


Predicting Who Stays and Leaves 
Acquisition: A Study of Top 
Multinational Firms 


Vol. 22, No. 2, February 2001, 185-196 


This study adds to current explanations of 
executive fate following a merger or acquisition 
by examining how executives’ perceptions of 
merger events determine whether they stay or 
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leave. Results indicate that executives’ perceptions 
of the merger announcement, interactions with 
the acquiring firm’s top managers following the 
merger, and long-term effects of the merger 
significantly influenced their decision to stay or 
leave. These perceptions could be used to correctly 
distinguish between stayers and leavers in almost 
80 percent of the cases. In addition, perceptions 
created when the target company was acquired by 
a foreign multinational made it more likely that the 
executive would leave. This finding demonstrates 
that foreignness continues to be an important 
determinant of executive perceptions in cross- 
national mergers and acquisitions. 


Kwan, Kai-Man and Eric W. K. Tsang 


Realism and Constructivism in Strategy Research: 
A Critical Realist Response to Mir and Watson 


Vol. 22, No. 12, December 2001, 1163-1168 


Mir and Watson (2000) advocate that construc- 
tivism has the potential to inform strategy research. 
In their discussions, they compare construc- 
tivism with realism, and highlight certain alleged 
strengths of the former over the latter. Although 
their paper provides some insights, their version 
of constructivism is problematic and their under- 
standing of realism is inaccurate. In this note we 
clarify some key issues concerning constructivism 
and realism. Moreover, we argue that Mir and 

fatson’s insights can be accommodated within a 
critical realist framework. 


Lampel, Joseph and Jamal Shamsie 


Probing the Unobtrusive Link: Dominant Logic 
and the Design of Joint Ventures at General 
Electric 


Vol. 21, No. 5, May 2000, 593-602 


Prahalad and Bettis (1986) have proposed that the 
successful management of highly diversified firms 
can be attributed to the concept of a corporate 
“dominant logic” that guides all of its business 
units. We argue that dominant logic addresses 
the problem of balancing the needs of business 
units against those of the corporation as a whole. 
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We also suggest that the presence of a clear and 
consistent dominant logic must lead to a high 
degree of consistency in the strategic moves that 
are undertaken by each of the business units within 
the diversified firm. Based on a study of the 
joint Vv ‘ures initiated by General Electric between 


1984 aud 1993, we show that the design of these 
ventures follows a pattern that is consistent with 
the presence and influence of dominant logic. 
Finally, we demonstrate that the early failure of 
joint ventures can generally be linked to a shift 
away from this dominant logic. 


Lane, Peter J., Jane E. Salk and Marjorie A. 
Lyles 


Absorptive Capacity, Learning, and Performance 
in International Joint Ventures 


Vol. 22, No. 12, December 2001, 1139-1161 


This paper proposes and tests a model of IJV 
learning and performance that segments absorptive 
capacity into the three components originally 
proposed by Cohen and Levinthal (1990). First, 
trust between an IJV’s parents and the IJV’s 
relative absorptive capacity with its foreign parent 
are suggested to influence its ability to understand 
new knowledge held by foreign parents. Second, 
an IJV’s learning structures and processes are 
proposed to influence its ability to assimilate new 
knowledge from those parents. Third, the JVs 
strategy and training competence are suggested 
to shape its ability to apply the assimilated 
knowledge. Revisiting the Hungarian IJVs studied 
by Lyles and Salk (1996) 3 years later, we find 
support for the knowledge understanding and 
application predictions, and partial support for the 
knowledge assimilation prediction. Unexpectedly, 
our results suggest that trust and management 
support from foreign parents are associated with 
IJV performance but not learning. Our model and 
results offer a new perspective on IJV learning and 
performance as well as initial insights into how 
those relationships change over time. 


Langlois, Richard N. 
Steinmueller 


and W. Edward 


Strategy and Circumstance: The Response of 


American Firms to Japanese Competition in 
Semiconductors, 1980-1995 
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Vol. 21, Special Issue, October-November 2000, 
1163-1173 


In the mid-1980s, Japanese firms strongly chal- 
lenged American dominance of the semiconduc- 
tor industry. A large literature arose to suggest 
that, in order to survive, American firms needed 
to adopt the capabilities and strategies of the 
Japanese. Recently, American firms have indeed 
surged back to regain a strong position in the 
industry. This essay attempts to collect some of 
the lessons for strategy research of that American 
resurgence. We argue that, although some of the 
American response did consist in changing or aug- 
menting capabilities, most of the renewed Amer- 
ican success is in fact the result not of imitating 
superior Japanese capabilities but rather of taking 
good advantage of a set of capabilities developed 
in the earlier heyday of American dominance. 


Lee, Choonwoo, Kyungmook Lee and Johannes 
M. Pennings 


Networks, and 
Technology-Based 


Internal Capabilities, External 
Performance: A Study on 
Ventures 


Vol. 22, Special Issue, June—July 2001, 615-640 


This study examined the influence of internal 
capabilities and external networks on firm per- 
formance by using data from 137 Korean tech- 
nological start-up companies. Internal capabili- 
ties were operationalized by entrepreneurial ori- 
entation, technological capabilities, and financial 
resources invested during the development period. 
External networks were captured by partnership- 
and sponsorship-based linkages. Partnership-based 
linkages were measured by strategic alliances with 
other enterprises and venture capitalists, collabo- 
ration with universities or research institutes, and 
participation in venture associations. Sponsorship- 
based linkages consisted of financial and nonfi- 
nancial support from commercial banks and the 
Korean government. Sales growth indicated the 
Start-up’s performance. Regression results showed 
that the three indicators of internal capabilities 
are important predictors of a start-up’s perfor- 
mance. Among external networks, only the link- 
ages to venture capital companies predicted the 
Start-up’s performance. Several! interaction terms 
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between internal capabilities and partnership-based 
linkages have a statistically significant influence 
on performance. Sponsorship-based linkages do 
not have individual effects on performance but 
linkage with financial institutions has a multi- 
plicative effect with technological capabilities and 
financial resources invested on a start-up’s per- 
formance. Implications and directions for future 
research were discussed. 
Lee, Hun, Ken G. Smith, Curtis M. Grimm 
and August Schomburg 


Timing, Order and Durability of New Product 
Advantages with Imitation 


Vol. 21, No. 1, January 2000, 23-30 


This research examined the effects of timing, 
order and the durability of first mover advantages 
by analyzing the stock market reactions to new 
product introductions and imitations. The major 
findings are that both timing and order of moves 
are important and that rival reactions undermine 


the durability of first mover advantages. More 
specifically, (1) early and fast movers achieve 
greater gains than late and slow movers, and 
(2) first movers suffer at the time of new product 
imitations. 


Lee, Jeho, Kyungmook Lee and Sangkyu Rho 


An Evolutionary Perspective on Strategic Group 
Emergence: A Genetic Algorithm-Based Model 


Vol. 23, No. 8, August 2002, 727-746 


We develop a simulation model to examine 
conditions under which strategic groups emerge 
and their performance difference persists. In our 
model, mobility barriers, strategic interactions 
among high performers, dynamic capabilities (the 
mechanisms that allow winners to continue to 
survive), and boundary of rivalry are put together 
to derive their joint implications for the evolution 
of strategic groups. Not surprisingly, our model 
behavior shows that mobility barriers and strategic 
interactions play an important role in sustaining 
intergroup performance difference. However, the 
extremely high level of mobility barriers is shown 
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to impede the emergence of strategic groups. We 
also find that dynamic capabilities and boundary 
of rivalry are as essential as mobility barriers 
in understanding the emergence and stability of 
strategic groups. When dynamic capabilities are 
absent or when rivalry is extended over firms with 
dissimilar strategies, strategic groups are less likely 
to exist. These findings can serve as a guideline for 
empirical research to probe why strategic groups 
exist sometimes and why they do not at other 
times. 


Lee, Peggy M. 


What's in a Name.com?: The Effects of *.com’ 
Name Changes on Stock Prices and Trading 
Activity 


Vol. 22, No. 8, August 2001, 793-804 


This paper uses a market signaling perspective to 
examine investor reactions to firm announcements 
of name changes to include ‘.com.’ Firms that 
change their name as a purely cosmetic technique 
are contrasted to those that employ other strategic 
investments. Results show that announcements 
of ‘.com’ name changes are associated with 
significant increases in stock prices and trading 
activity. Furthermore, the magnitude of investor 
reactions is significantly larger when name changes 
are accompanied by other strategies. 


Leiblein, Michael J. and Douglas J. Miller 


An Empirical Examination of Transaction- and 
Firm-Level Influences on the Vertical Boundaries 
of the Firm 


Vol. 24, No. 9, September 2003, 839-859 


A large literature has successfully employed 
transaction cost economic theory to describe 
how exchange conditions affect the optimal form 
of organization. However, this approach has 
historically not accounted for the influence of 
firm-specific attributes on the governance decision. 
This paper develops a model based on insights 
from transaction cost economics, the resource- 
based view, and real options theory to examine 
how transaction-level characteristics, firm-specific 
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capabilities, and product-market scope influence 
the governance of production. Empirical evidence 
derived from analysis of 469 make-or-buy 
decisions involving 117 semiconductor firms 
indicates that decisions regarding the governance 
of production activities are strongly influenced by 
both transaction- and firm-level effects. 


Leiblein, Michael J., Jeffrey J. Reuer and 
Frédéric Dalsace 


Do Make or Buy Decisions Matter? The Influence 
of Organizational Governance on Technological 
Performance 


Vol. 23, No. 9, September 2002, 817-833 


This paper investigates how firms’ decisions to 
outsource or internalize production affect their 
technological performance. While several popu- 
lar arguments and some anecdotal evidence sug- 
gest a direct association between outsourcing and 
technological performance, the effects of firms’ 
governance decisions are likely to be contingent 
upon several specific attributes underlying a given 
exchange. This paper first demonstrates how stan- 
dard performance models can improperly suggest 
a positive relationship between firms’ outsourc- 
ing decisions and their technological performance. 
Models that account for firm- and transaction- 
specific features are then presented, which indi- 
cate that neither outsourcing nor internalization per 
se result in superior performance; rather, a firm’s 
technological performance is contingent upon the 
alignment between firms’ governance decisions 
and the degree of contractual hazards. 


Lenox, Michael and Andrew King 


Prospects for Developing Absorptive Capacity 
Through Internal Information Provision 


Vol. 25, No. 4, April 2004, 331-345 


Theories of absorptive capacity propose that 
knowledge gained from prior experience facili- 
tates the identification, selection, and implemen- 
tation of related profitable practices. Researchers 
have investigated how managers may develop 
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absorptive capacity by building internal knowl- 
edge stocks, but few have focused on the distri- 
bution of this knowledge within the firm and the 
role managers play in administering information to 
organizational subunits. In this paper, we explore 
the degree to which managers can develop absorp- 
tive capacity by directly providing information to 
agents in the organization that might potentially 
adopt a new practice. We find that the effective- 
ness of managerial information provision depends 
on the degree to which potential adopters have 
information from other sources. We find that infor- 
mation from previous adopters and past events 
reduces the effect of information provision, while 
experience with related practices amplifies it. Our 
research helps clarify when absorptive capacity 
may provide a sustained competitive advantage. 


Levitas, Edward and Tailan Chi 


Rethinking Rouse and Daellenbach’s Rethinking: 
Isolating vs. Testing for Sources of Sustainable 
Competitive Advantage 


S 


Vol. 23, No. 10, October 2002, 957—962 


In a recent paper, Rouse and Daellenbach (1999) 
provide a five-step methodological approach which 
they feel will cure alleged inadequacies in empir- 
ical resource-based research. We suggest, how- 
ever, that their methodology can provide only a 
useful aid for expanding our understanding of 
potential sustainable competitive advantages but 
will not allow researchers to effectively verify 
those hypothesized advantages. Specifically, we 
argue that Rouse and Daellenbach’s methodology 
is plagued by three major shortcomings: (1) it con- 
fuses the important distinction between knowing- 
how and knowing-what; (2) it fails to recognize the 
importance of observable variables in verifying the 
sources of sustainable competitive advantage; and 
(3) it calls for sampling on the dependent variable. 


Li, Haiyang and Kwaku Atuahene-Gima 


The Adoption of Agency Business Activity, 
Product Innovation, and Performance in Chinese 
Technology Ventures 


Vol. 23, No. 6, June 2002, 469-490 
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This study examines the roles of firm character- 
istics and environmental factors in the formation 
of interfirm alliances. Specifically, we examine the 
dual role of these groups of factors as inducements 
and opportunities for Chinese high-technology new 
ventures (HTNVs) in their adoption of agency 
business activity, a downstream type of alliance 
involving marketing and distribution of the prod- 
ucts of foreign firms. Results suggest that both 
internal and external factors are related to the adop- 
tion of agency business activity but the inducement 
and opportunity value of environmental uncer- 
tainty may be dampened by institutional support 
provided to HTNVs. Further, we find that success- 
ful agency business activity is positive'y related 
to new venture performance but negatively related 
to its product innovation efforts. Theoretical and 
managerial implications are discussed. 


Li, Stan Xiao and Royston Greenwood 


The Effect of Within-industry Diversification 
on Firm Performance: Synergy Creation, Multi- 
market Contact and Market Structuration 


Vol. 25, No. 12, December 2004, 1131-1153 


This paper examines the effect of diversification 
upon intra-industry performance. We propose that 
intra-industry diversification promises three sets 
of benefits, which, separately and in combination, 
provide firms with a competitive advantage: 
synergies arising from economies of scope; 
premiums from mutual forbearance enabled by 
multi-market competition; and efficiencies derived 
from market structuration. The additive and 
integrative effects of the first two have not been 
explored. The benefits of market structuration 
remain untheorized and thus untested. The 
test of our theoretical model in the Canadian 
general insurance industry indicates that mutual 
forbearance provides advantage under specified 
conditions, that market structuration also provides 
advantages, but that diversification per se does not. 
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Lin, Xiaohua and Richard Germain 


Organizational Structure, Context, Customer Ori- 
entation, and Performance: Lessons From Chinese 
State-Owned Enterprises 


Vol. 24, No. 11, November 2003, 1131-1151 


This study develops a model grounded in 
the contingency theory (i.e., context-structure- 
performance) applicable to Chinese state-owned 
enterprises (SOEs). Using data from a sample of 
205 industrial SOEs, the study shows that SOE 
growth performance relative to the industry is 
positively predicted by formal control, inversely 
predicted by decentralization, and positively 
predicted by the interaction of the two. Customer 
product knowledge utilization, unrelated to growth 
performance relative to the industry, is positively 
predicted by formal control and the interaction 
of formal control with decentralization. Foreign 
induced industry competitiveness, technological 
turbulence, size, and production technology 
routineness are treated as context variables and 
modeled accordingly. 


Lippman, Steven A. and Richard P. Rumelt 


A Bargaining Perspective on Resource Advantage 


Vol. 24, No. 11, November 2003, 1069-1086 


Whereas prices serve to allocate many resources in 
market economies, there remain vast reservoirs of 
unpriced resources to be managed. Business man- 
agement and strategy concerns the creation, eval- 
uation, manipulation, administration, and deploy- 
ment of unpriced specialized scarce resource com- 
binations. This paper applies the formalism of 
cooperative game theory to these concerns. In 
cooperative game theory, rents appear as the nego- 
tiated payments for the services of scarce valuable 
resources. The division of surplus is determined by 
the relative values created by different use combi- 
nations of resources. Within this framework, the 
strategy problem is clearly seen as one of discov- 
ering or estimating the value of various resource 
combinations. New wealth can be created by trade 
in resources as long as there are hitherto unexam- 
ined combinations. 
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Lounsbury, Michael and Mary Ann Glynn 


Cultural Entrepreneurship: Stories, Legitimacy, 
and the Acquisition of Resources 


Vol. 22, Special Issue, June—July 2001, 545-564 


We define cultural entrepreneurship as the process 
of storytelling that mediates between extant stocks 
of entrepreneurial resources and subsequent capital 
acquisition and wealth creation. We propose a 
framework that focuses on how entrepreneurial 
stories facilitate the crafting of a new venture 
identity that serves as a_ touchstone upon 
which legitimacy may be conferred by investors, 
competitors, and consumers, opening up access to 
new capital and market opportunities. Stories help 
create competitive advantage for entrepreneurs 
through focal content shaped by two key forms 
of entrepreneurial capital: firm-specific resource 
capital and industry-level institutional capital. We 
illustrate our ideas with anecdotal entrepreneurial 
stories that range from contemporary — high- 
technology accounts to the evolution of the mutual 
fund industry. Propositions are offered to guide 
future empirical research based on our framework. 
Theoretically, we aim to extend recent efforts to 
synthesize strategic and institutional perspectives 
by incorporating insights from contemporary 
approaches to culture and organizational identity. 


Lovas, Bjorn and Sumantra Ghoshal 

Strategy as Guided Evolution 

Vol. 21, No. 9, September 2000, 875-896 

In this paper, we build on a detailed case 
study and the theories of evolution in social and 


cultural systems and intraorganizational ecology to 
develop a model of strategy as guided evolution. 


Its primary distinctions from earlier models of 


organizational and intraorganizational ecology lie 
in (i) the incorporation of an important—yet 
realistic—role of top management in shaping 
the direction and outcomes of the evolutionary 
processes within firms, and (ii) the incorporation 


of human and social capital as a critical unit of 


selection within such processes. We describe the 
model and discuss the evolutionary and ecological 
processes associated with it. 
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Lu, Jane W. and Paul W. Beamish 
The Internationalization and Performance of SMEs 
Vol. 22, Special Issue, June—July 2001, 565-586 


We discuss and explore the effects of internation- 
alization, an entrepreneurial strategy employed by 
small and medium-sized enterprises (SMEs), on 
firm performance. Using concepts derived from 
the international business and entrepreneurship lit- 
eratures, we develop four hypotheses that relate 
the extent of foreign direct investment (FDI) and 
exporting activity, and the relative use of alliances, 
to the corporate performance of internationalizing 
SMEs. Using a sample of 164 Japanese SMEs 
to test these hypotheses, we find that the posi- 
tive impact of internationalization on performance 
extends primarily from the extent of a firm’s FDI 
activity. We also find evidence consistent with 
the perspective that firms face a liability of for- 
eignness. When firms first begin FDI activity, 
profitability declines, but greater levels of FDI 
are associated with higher performance. Exporting 
moderates the relationship FDI has with perfor- 
mance, as pursuing a strategy of high exporting 
concurrent with high FDI is less profitable than 
one that involves lower levels of exports when FDI 
levels are high. Finally, we find that alliances with 
partners with local knowledge can be an effective 
strategy to overcome the deficiencies SMEs face in 
resources and capabilities, when they expand into 
international markets. 


Lubatkin, Michael, William — S. Schulze, 
Avinash Mainkar and Ronald W. Cotterill 
Effects in 


Ecological Investigation of Firm 


Horizontal Mergers 
Vol. 22, No. 4, April 2001, 335-357 


Using an ecological lens, we extend strategic 
management and industrial organization theory to 
investigate the performance effects of horizontal 
mergers. We theorize that firms differ in their 
ability to benefit from horizontal mergers; that 
the products involved in the merger differ in 
their ability to attain and sustain any increase in 
performance above their premerger level; and that 
resource niches in which each product competes 
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differ in terms of competitive constraints. We 
then test these predictions using longitudinal data 
specified at the product-market level, a unit of 
analysis that is less influenced by aggregation 
bias than are industry, firm, and even line-of- 
business level data. Our findings demonstrate 
how organizational ecology, when coupled with 
strategic management and industrial organization 
economic theories, can enrich our understanding 
of horizontal mergers. 


Luo, Yadong 


Product Diversification in International Joint Ven- 
tures: Performance Implications in an Emerging 
Market 


Vol. 23, No. 1, January 2002, 1-20 


This study extends product diversification research 
to a new organizational form (IJV) and a 
new environmental context (emerging market). It 
explores the extent to which product relatedness 
with both foreign and local parents affects IJV 
performance as perceived by venture managers. 
After controlling for relevant variables, analysis 
of the data containing 134 IJVs in China 
validates our major premise: the relatedness of 
an IJV’s products with that of its foreign and 
local parents is positively associated with its 
performance. An IJV maintaining bilateral related 
diversification (i.e., with both parents) performs 
better than a venture maintaining a unilateral 
related linkage (i.e., with one parent), which in 
turn outperforms an IJV which is unrelated to 
either parent. When resource complementarity or 
goal congruity between parents is higher, there is 
a stronger positive relationship between product 
relatedness and IJV performance. When structural 
opportunities are fewer or institutional deterrence 
is higher, there is a weaker positive relationship 
between product relatedness and IJV performance. 


Luo, Yadong 


Contract, Cooperation, and Performance in Inter- 
national Joint Ventures 


Vol. 23, No. 10, October 2002, 903-919 
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This study examines how contract, cooperation, 
and performance are associated with one another 
within international join: ventures (IJVs). We argue 
that contract and cooperation are not substitutes but 
complements in relation to IJV performance. An 
IJV contract provides an institutional framework 
guiding the course of cooperation, while cooper- 
ation overcomes the adaptive limits of contracts. 
Our analysis of 293 IJVs in a dynamic market 
demonstrates that previous cooperation bolsters 
contractual adaptability, which in turn nurtures 
current cooperation between the same partners. 
We find that contract completeness and coopera- 
tion drive IJV performance both independently and 
interactively. When contracts are more complete, 
cooperation contributes more to performance. Con- 
tract and cooperation differ in their quadratic 
effects such that the contribution of contract com- 
pleteness to performance declines as complete- 
ness increases but the contribution of cooperation 
remains linear. 


Luo, Yadong 


Industrial Dynamics and Managerial Networking 
in an Emerging Market: The Case of China 


Vol. 24, No. 13, December 2003, 1315—1327 


This study examines how industrial conditions 
influence the level of executives’ managerial net- 
working with decision-makers in other entities 
such as buyers, suppliers, competitors, distributors, 
and regulators in an emerging market. Corrobo- 
rating a view that social capital holds contingent 
value, we theorize that executives facing different 
industrial conditions have different levels of com- 
mitment to exploiting interpersonal ties for fulfill- 
ing organizational needs. We propose that manage- 
rial networking is influenced by exogenous indus- 
trial attributes such as structural uncertainty, sales 
growth, regulatory stringency, competitive pres- 
sure, and production capacity utilization. Our anal- 
ysis of executives in 364 firms in China demon- 
strates that the level of managerial networking 
increases when uncertainty, regulation, and compe- 
tition increase and production capacity utilization 
decreases. For a specific firm, the link between 
industrial dynamics and managerial networking is 
moderated by its strategic proactiveness. 
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Luo, Yadong and Seung Ho Park 


Strategic Alignment and Performance of Market- 
Seeking MNCs in China 


Vol. 22, No. 2, February 2001, 141-155 


This study explores the environment-strategy- 
performance relation of foreign firms, especially 
those with a market-seeking mandate, in China. 
The results indicate that the Analyzer orientation 
is best suited to the turbulent Chinese market, 
which has been undergoing an economic transition 
in recent years. There is also a_ significant 
difference in financial performance among market- 
seeking MNCs depending on strategic orientations, 
with the Analyzer orientation producing the 
highest performance. The Prospector and_ the 
Defender orientations lead to poor financial 
performance because of the mismatch with 
China’s market, which is highly dynamic and 
complex. Our findings reiterate the importance of 
understanding local market traits and opportunities 
and developing proper strategic configurations for 
market-seeking MNC subsidiaries, especially in an 
emerging economy like China. 


Madhok, Anoop 
Reassessing the Fundamentals and Beyond: 
Ronald Coase, the Transaction Cost and Resource- 


based Theories of the Firm and the Institutional 
Structure of Production 


Vol. 23, No. 6, June 2002, 535-550 


In this paper, three points are argued. The 
first is that Ronald Coase, best known as the 
forefather of transaction cost theory, foresaw 
many of the critical questions that proponents 
of the resource-based view are concerned with 
today. The second is that resource-based theory 


plays a potentially much more critical role 
in economic theory and in explaining the 
institutional structure of production than even 
many resource-based scholars recognize. The last 


point is that a more complete understanding of 


the organization of economic activity requires 


a greater sensitivity to the interdependence of 


production and exchange relations. The arguments 
presented in this paper highlight important, but 
relatively ignored, elements in Coase’s work 
that inform strategy research. More importantly, 
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this paper makes the case for a_ triangular 
alignment between the triumvirate of governance 
structure, transaction, and resource attributes and 
demonstrates how the identity and strategy of 
a particular firm influences how its resources 
interact with the transaction and how the firm 
chooses to govern it. The general argument is then 
applied to the context of interfirm collaborative 
relations, where the key focus is broadened from 
just cost to also include skills/knowledge and 
the interdependence between cost and skills with 
respect to firm boundaries, both in terms of choice 
and nature. Such a broadening of focus enables 
us to additionally examine the transacting process 
as a productive endeavor, which underpins the co- 
evolution of the competencies of partner firms. 


Makadok, Richard 


Toward a Synthesis of the Resource-Based and 
Dynamic-Capability Views of Rent Creation 


Vol. 22, No. 5, May 2001, 387-401 


Two distinct causal mechanisms—resource-picking 
and capability-building—have been proposed in 
the strategic management literature about how 
firms create economic rents. Under the resource- 
picking mechanism, managers gather information 
and analysis to outsmart the resource market 
in picking resources, similar to the way that 
a mutual fund manager tries to outsmart the 
stock market in picking stocks. Under the 
capability-building mechanism, managers design 
and construct organizational systems to enhance 
the productivity of whatever resources the firm 
acquires. These two rent-creation mechanisms are 
certainly not mutually exclusive, and it is likely 
that firms generally use both of them. It is therefore 
important to consider the interaction between 
these two rent-creation mechanisms: Do_ they 
complement each other? Or are they substitutes 
for each other? In other words, do they enhance 
each other’s value, or detract from each other’s 
value? Answering these questions is a necessary 
precondition to understanding how firms should 
allocate their time and effort between these 
two rent-creation mechanisms. The present paper 
develops a basic theoretical model to address these 
questions, and derives testable hypotheses from 
the model. The model predicts that the two rent- 
creation mechanisms are complementary in some 
circumstances but substitutes in others. 
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Makadok, Richard 


A Rational-Expectations Revision of Makadok’s 
Resource/Capability Synthesis 


Vol. 23, No. 11, November 2002, 1051—1057 


Makadok has recently developed a mathematical 
model aimed at synthesizing the resource-based 
and dynamic-capabilities views of the rent creation 
process. One unstated implicit assumption in 
that model is that each bidding firm in the 
resource market is ignorant not only of the content 
of rival firms’ private information, but also of 
the quality (i.e., the noisiness or reliability) of 
that information. Consequently, that model does 
not qualify as a rational-expectations Bayesian 
Nash equilibrium—a fact that both generates 
questionable results (e.g., the possibility of 
negative expected prefits) and impedes any effort 
to extend the model. The rational-expectations 
critique in economics points out that this sort 
of nonrational assumption becomes increasingly 
implausible as economic actors learn more about 
each other’s patterns over time through repeated 


interactions (in this case, as bidders repeatedly 
compete against each other to buy different 
resources over time). So, over the long run, the 
only truly stable, viable, and robust assumption 


would be rational-expectations behavior. The 
primary purpose of this paper is to put Makadok’s 
model on the firmer methodological footing of 
rational-expectations Bayesian Nash equilibrium, 
so that it will no longer generate questionable 
results, and so that future researchers can more 
easily extend it. The secondary purpose of this 
paper is to demonstrate that this shift to rational- 
expectations assumptions has little substantive 
impact on the testable hypotheses generated by 
Makadok’s original model. 


Makadok, Richard 


Doing the Right Thing and Knowing the Right 
Thing to Do: Why the Whole Is Greater than the 
Sum of the Parts 


Vol. 24, Special Issue, October 2003, 1043-1055 


This paper models the joint impact of two 
determinants cf profitable resource advantages: 
the accuracy of managers’ expectations about the 
future value of a resource, and the severity of 
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agency problems that cause managers’ interests 
to diverge from those of shareholders. While 
the impact of each of these factors on resource- 
investment decisions has been considered in 
isolation, their joint interaction effect has never 
been examined. The model generates the following 
set of testable hypotheses: Managers of firms 
with agency problems will, on average, tend 
to under-invest (relative to what shareholders 
would ideally like them to do) in resources of 
uncertain value. This under-investment will be 
most severe for those resources where managers’ 
information indicates a low expected value (i.e., 
risky bets), and will actually be reversed (i.e., over- 
investment) for those resources where managers’ 
information indicates a high expected value (i.e., 
safe bets). Two levers can be used to reduce 
the degree of this under-investment: reducing the 
severity of the agency problems, or improving the 
accuracy of managers’ expectations. Based on their 
interaction effect, these two levers are shown to be 
complementary in the sense that they work better 
together at reducing under-investment than either 
one does in isolation. Therefore, future research 
on the genesis of competitive advantage should 
examine agency and governance issues along with, 
not apart from, resource-based issues. 


Makadok, Richard and Gordon Walker 


Identifying a Distinctive Competence: Forecasting 
Ability in the Money Fund Industry 


Vol. 21, No. 8, August 2000, 853-864 


Testing the causal link between a firm-specific 
competence and its antecedents or consequences 
has become a key objective for strategy research 
over the past decade. On one hand, case 
studies can identify a competence, but with 
their small sample size, their retrospective 
research design, and their tendency toward 
sampling on the dependent variable, they 
cannot reliably test the causal connection 
between a competence and its antecedents or 
its consequences. On the other hand, variance 
decomposition studies demonstrate the existence 
of firm-specific performance differentials but 
have not identified which particular competencies 
are responsible for them. The present paper 
avoids both of these problems by measuring a 
particular competence across a large sample of 
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organizations over a long period of time, so that 
a test of statistical causality can be applied to 
the relationship of this competence to both its 
antecedents and its consequences. The particular 
competence studied is the ability of money market 
mutual funds to forecast changes in short-term 
interest rates—a competence known from prior 
research to be both valuable and rare. In particular, 
we test the effect of forecasting ability on the 
economic surplus generated by the fund and 
its growth. Conversely, we also test the effect 
of growth on the subsequent development of 
forecasting ability. 


Makhija, Mona 


Comparing the Resource-Based and Market-Based 
Views of the Firm: Empirical Evidence from Czech 
Privatization 


Vol. 24, No. 5, May 2003, 433-451 


The recent privatization of state-owned enterprises 
in the Czech Republic forms a natural experiment 
to test and compare the predictive ability of the 
resource-based view (RBV) against the market- 
based view (MBV) under conditions of great 
change. It has been recognized in the literature 
that, under normal stable circumstances, a firm’s 
internal resources and its external market power 
are fundamentally intertwined. Consequently, it is 
difficult to identify the relative roles of these two 
theories in explaining expected firm performance 
and firm value. However, when market conditions 
are in a state of flux, as in the case of the Czech 
Republic in 1992, we expect the firm’s resources to 
be the primary determinants of firm value. In order 
to test this notion, an RBV model was developed, 
based on a set of firm features reflecting the rare 
and valuable ability to compete in the emerging 
capitalistic economy (as opposed to the currently 
prevailing bureaucratically planned economy). A 
contrasting MBV model was also developed, 
highlighting the role of market power in this 
regard. These models were assessed in a cross- 
sectional sample of 988 Czech firms undergoing 
privatization. The empirical findings show that 
the RBV-driven variables are remarkably better 
at explaining share values of Czech firms in the 
period of privatization than MBV-driven variables. 
These results underscore the role of firm resources 
as a primary determinant of firm value in rapidly 
changing environments. 
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Makhija, Mona V. 


The Value of Restructuring in Emerging Econo- 
mies: The Case of the Czech Republic 


Vol. 25, No. 3, March 2004, 243-267 


Although the value creating effect of firm 
restructuring which results in a reduction of 
internal markets (including spin-offs, carve-outs 
and other divestitures) is generally well accepted 
for U.S. firms, there is littke evidence on 
the extent to which such arguments can be 
extended to firms in emerging economies. This 
study addresses this void in the literature by 
examining the issue of restructuring in the 
newly emerging economy of the Czech Republic. 
Several hypotheses relating to internal and external 
markets in emerging institutional environments are 
developed and tested using a large database of 
original and restructured Czech firms undergoing 
privatization. After controlling for factors such 
as size and performance, it is found that 
restructuring significantly reduced the value of 
firms, despite the general belief that Czech firms 
emerging from the communist era were highly 
overdiversified. This finding, while contradicting 
a majority of the work on restructured firms in the 
United States, nonetheless supports the notion that 
sizeable internal markets play an enhanced role in 
underdeveloped institutional environments. 


Makino, Shige, 
tine M. Chan 


Takehiko Isobe and _  Chris- 


Does Country Matter? 
Vol. 25, No. 10, October 2004, 1027-1043 


Previous studies have explored the predictors of 
business unit performance in multiple-business 
firms and investigated the extent of the effect 
of industry, corporate, and business unit on the 
performance of a business unit. These studies 
have focused almost exclusively on examining 
performance differences within a single country, 
thus treating country effects as external to business 
unit performance. In contrast, this study focuses on 
multinational corporations and examines the extent 
to which country effects explain the variation in 
the performance of foreign affiliates. Our findings 
show that country effects are as strong as industry 
effects, following affiliate effects and corporate 
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effects. Our results also suggest that corporate 
and affiliate effects tend to be more critical 
in explaining the variation in foreign affiliate 
performance in developed countries, whereas 
country and industry effects are more salient in 
developing countries. 


Marginson, David E. W. 


Management Control Systems and their Effects 
on Strategy Formation at Middle-Management 
Levels: Evidence from a U.K. Organization 


Vol. 23, No. 11, November 2002, 1019-1031 


The relationship between management control 
systems (MCS) and the strategy process is a 
largely unexplored area of strategic management. 
This paper reports the findings of an in-depth, 
longitudinal case study of a major British-based 
organization operating within the increasingly 
globalized telecommunications industry. Informed 
by Simons’ (1991, 1994, 1995) theoretical model 
of the strategy process-MCS relationship, the 
study examines the nature and extent of this 
relationship at middle- and lower-management 
levels. Of particular interest were the effects that 
the design and use of three groups of MCS have 
on the development of new ideas and initiatives. 
Findings suggest that beliefs systems influence 
managers’ initiation or ‘triggering’ decisions, the 
use of administrative controls affects the location 
of strategic initiatives and may lead to the 
polarization of roles, and simultaneous emphasis 
on a range of key performance indicators can 
create a bias towards one set of measures and 
against another. 


Maritan, Catherine A. and Thomas H. Brush 


Heterogeneity and Transferring Practices: Imple- 
menting Flow Manufacturing in Multiple Plants 


Vol. 24, Special Issue, October 2003, 945-959 


Adopting new practices to develop capabilities and 
enhance competitiveness is a goal for many firms. 
This study of a corporate initiative to implement 
flow manufacturing in multiple plants highlights 
some elements of the interaction between the 
content of a complex practice, the sources of 
the practice knowledge, and the characteristics 
and competitive priorities of the recipients of 
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the practice. Heterogeneity among the plants, 
stemming from both differences in resource 
endowments and differences in choices made by 
managers, presents challenges to achieving firm- 
wide distinctiveness. 


Markoczy, Livia 


Consensus Formation during Strategic Change 


S 


Vol. 22, No. 11, November 2001, 1013-1031 


This paper offers a refined conceptualization 
of consensus formation and demonstrates in 
three organizations how this conceptualization 
enables us to uncover new patterns of consensus 
building. It describes a longitudinal study 
which investigated consensus formation in three 
organizations undergoing major strategic change. 
The study explored whether consensus building 
occurred during the strategic change and, if so, 
how. Initial participants of consensus were also 
investigated as well as changes in the scope of 
participants in consensus. Consensus building did 
occur, but contrary to some views less through an 
increase in the strength of consensus and more 
through an increase in the scope of consensus. 
Additionally, initial consensus was not located 
among members of the top management team, 
but more within an interest group whose members 
benefited from the given direction of the change. 


Mata, José and Pedro Portugal 


Closure and Divestiture by Foreign Entrants: The 
Impact of Entry and Post-Entry Strategies 


Vol. 21, No. 5, May 2000, 549-562 


We analyze the longevity of foreign entrants 
explicitly considering two possible ways of exit: 
firm closure and capital divestiture. We find 
that entry and post-entry strategies affect the 
longevity of firms and of foreign equity holdings, 
but in different manners. While the ownership 
arrangements and organizational structure affect 
the likelihood of divestment, they exert no 
significant effect upon closure. The entry mode 
exerts opposite effects on the two modes of exit, 
greenfield entrants being more likely to shutdown, 
but less likely to be divested. Only human capital 
affects closure and divestment in the same manner. 
Firms with large endowments of human capital are 
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less likely to exit, irrespective of the exit mode 
considered. 


Mata, José and Pedro Portugal 


The Survival of New Domestic and Foreign- 
Owned Firms 


Vol. 23, No. 4, April 2002, 323-343 


We compare the survival of new domestic and 
foreign-owned firms. We analyze the determinants 
of the survival of new firms and investigate 
whether foreignness accounts for significant 
differences in the survival of new foreign and 
new domestic firms. We find survival to be 
determined by ownership advantages, size and 


growth strategies, the internal organization of 


firms, and by industry characteristics such as 
economies of scale, and industry entry and growth. 
After controlling for these characteristics, we find 
that domestic and foreign firms do not exhibit 
different chances of survival, that they respond in 
similar fashions to the determinants of survival and 
display identical time patterns of exit. 


Matusik, Sharon F. 


An Empirical Investigation of Firm Public and 
Private Knowledge 


Vol. 23, No. 5, May 2002, 457-467 


Many studies examine firm private knowledge, 


but purport to be generalizable to the totality of 


firm knowledge, both public and private. This 
study demonstrates that public and private firm 
knowledge are empirically separable constructs 
that have significant and yet different influences 
on innovative outcomes. The example of product 
development effectiveness within this study shows 
that both public and private knowledge are 
significantly related to product development 
quality; however, public knowledge is negatively 
related to quality lapses while private knowledge 
is positively related to quality lapses. 


Mayer, Michael and Richard Whittington 


Diversification in Context: A Cross-National and 
Cross-Temporal Extension 


Vol. 24, No. 8, August 2003, 773-781 
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This research note examines the stability of 
diversification performance relationships in three 
countries (France, Germany and the United 
Kingdom), for two time periods (1982-84 and 
1992—94). The aggregate findings, taking the three 
countries and two time periods together, support 
a general model favoring related-constrained 
diversification. However, disaggregated analyses 
show sharp variations in different countries and 
time periods. The note concludes that although 
broad performance relationships can be found, 
these can be expressed very differently in 
particular contexts. We consider implications for 
further research. 


McEvily, Susan K. and Bala Chakravarthy 


The Persistence of Knowledge-Based Advantage: 
An Empirical Test for Product Performance and 
Technological Knowledge 


Vol. 23, No. 4, April 2002, 285-305 


Resource-based theory maintains that intrinsic 
characteristics of resources and capabilities, such 
as their tacitness, complexity, and specificity, pre- 
vent imitation and thereby prolong exceptional per- 
formance. There is little direct evidence to verify 
these claims, yet a substantial literature encourages 
firms to formulate competitive strategies around 
resources with these attributes. Further, work out- 
side the resource-based tradition suggests that 
these attributes can slow innovation, and it is not 
clear when this effect outweighs the benefits of 
inimitability. This paper seeks to clarify whether 
and how the compiexity, tacitness, and specificity 
of a firm’s knowledge affect the persistence of its 
performance advantages. We find that the com- 
plexity and tacitness of technological knowledge 
are useful for defending a firm’s major product 
improvements from imitation, but not for protect- 
ing its minor improvements. The design specificity 
of technological knowledge delayed imitation of 
minor improvements in this study. 


McEvily, Susan K., 
and John E. Prescott 


Kathleen M. Eisenhardt 


The Global Acquisition, Leverage, and Protection 
of Technological Competencies 


Vol. 25, Special Issue, August-September 2004, 
713-722 
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How managers acquire, leverage, and protect 
technological competencies in order to innovate 
successfully and enhance firm performance is 
central to the field of strategic management. 
When tensions across acquisition, leverage, and 
protection activities are resolved and synergies 
are captured, the value derived from technological 
competencies can be used to fuel a virtuous 
cycle in which fewer resources are needed to 
perpetuate a firm’s advantage. The papers in 
this issue examine the mechanisms underlying 
acquisition, leverage, and protection, and are 
particularly useful in resolving these tensions and 
highlighting potential synergies. We develop a 
typology to describe the research domain and 
relate these papers to one another. Based on 
gaps in this typology and issues raised by these 
papers, we offer observations for future research 
on the acquisition, leverage, and protection of 
technological competencies. 


McGrath, Rita Gunther and Atul Nerkar 


Real Options Reasoning and a New Look at 
the R&D Investment Strategies of Pharmaceutical 
Firms 


Vol. 25, No. 1, January 2004, 1-21 


Real options reasoning (ROR) is a conceptual 
approach to strategic investment that takes into 
account the value of preserving the right to make 
future choices under uncertain conditions. In this 
study, we explore firms’ motivations to invest 
in a new option. We find, based on an analysis 
of a large sample of patents by firms active in 
the pharmaceutical industry, that their investments 
in R&D are consistent with the logic of ROR. 
We identify three constructs—scope of opportunity, 
prior experience, and competitive effects—which 
have an influence on firms’ propensity to invest 
in new R&D options and which could usefully be 
incorporated in a strategic theory of investment. 


McKendrick, David G. 


Global Strategy and Population-Level Learning: 
The Case of Hard Disk Drives 


Vol. 22, No. 4, April 2001, 307-334 


Some scholars argue that firms within the same 
industry engage in similar foreign investment 
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behavior irrespective of nationality because they 
face a common set of pressures and incentives. 
Others emphasize the persistent diversity in 
business practices and behavior of firms from 
different nations as they invest abroad. Using the 
hard disk drive industry as a case, this paper 
explores whether nationality or industry has the 
greater influence on global strategy and whether it 
affects industry performance. The findings suggest 
that firms from the same nation are likely to 
adopt similar global strategies initially, but that, 
over time, the industry as a whole converges 
on the same blueprint for action. At the same 
time, however, strategic focus and organizational 
characteristics moderate national influences: firms 
from the same nation are more likely to adopt 
the same global strategy if they compete in the 
same product segment and are of similar size and 
age. The evidence also indicates that the national 
industry that is first to select what becomes the 
dominant strategy acquires an advantage over 
competitors from other countries. 


McNamara, Gerry, 
Rebecca A. Luce 


David L. Deephouse and 


Competitive Positioning within and Across a 
Strategic Group Structure: The Performance of 
Core, Secondary, and Solitary Firms 


Vol. 24, No. 2, February 2003, 161-181 


Drawing from economic and cognitive theories, 
researchers have argued that firms within an 
industry tend to cluster together, following similar 
strategies. Their positioning in strategic groups, 
in turn, is argued to influence firm actions and 
firm performance. We extend this research to 
examine performance implications of competitive 
positioning not just among but also within 
groups. We find that performance differences 
within groups are significantly larger than across 
groups, suggesting that some firms within groups 
develop better resource or competitive positions. 
We also find that secondary firms within a group 
outperform both core firms within the group and 
solitary firms, the latter being those not belonging 
to any multifirm strategic group. This suggests that 
secondary firms may be able to effectively balance 
the benefits of strategic distinctiveness with 
institutional pressures for similarity. We conclude 
that the primary implication of strategic groups 
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does not relate to the ability of firms to create 
stable, advantageous market segments through 
collusion. Instead, strategic groups represent a 
range of viable strategic positions firms may stake 
out and use as reference points. Moreover, our 
results concerning secondary firms indicate that 
firm positioning within a group structure can have 
performance implications. 
McNamara, Gerry M., Rebecca A. Luce and 
George H. Tompson 


Examining the Effect of Complexity in Strategic 
Group Knowledge Structures on Firm Performance 


Vol. 23, No. 2, February 2002, 153-170 


A developing stream of research in the strategy 
field explores the competitive 
industries from the perspective of industry 
participants. This work has demonstrated that 
managers develop strategic group knowledge 
structures in order to make sense of their 
competitive environment. This study extends this 
line of research by examining the complexity 
evident in the strategic group knowledge structures 
developed by firms’ top management teams and 
assessing the relationship between complexity 
in these knowledge structures and subsequent 
firm performance. Specifically, we examine the 
complexity of top managers’ knowledge structures 


regarding their competition using a sample of 


76 top management teams from banks in three 
U.S. cities. Using hierarchical regression, we find 
a significant relationship between the complexity 
of cognitive strategic groups and subsequent 
firm performance. These results suggest that the 
structure of the cognitive templates that top 
managers use to understand their environment and 
the actions of their competitor influence the degree 
of strategic success of their firm. 


McNamara, Gerry, Paul M. Vaaler and Cyn- 
thia Devers 


Same as it Ever Was: The Search for Evidence of 


Increasing Hypercompetition 


Vol. 24, No. 3, March 2003, 261—278 


Some strategy scholars and practitioners contend 
that markets have become increasingly hyper- 
competitive in recent years. We examine this 
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structure of 


contention by analyzing industry and business 
performance patterns in a broad sample of firms 
drawn from the Compustat Industry Segment 
database for the 1978-97 period. We find little 
support for the argument that markets have 
become more hypercompetitive. From the late 
1970s to the late-1980s we observe decreased 
performance and market stability, consistent with 
increasing hypercompetition contentions. From the 
late 1980s to the mid-1990s, however, trends 
reverse and performance and market stability 
increase. For strategy research, our results suggest 
that hypercompetitive perspectives are important 
but no more so now than they were in recent 
years. For practice, our results suggest that 
managers today face markets no more dynamic 
and opportunities to gain and sustain competitive 
advantage no more challenging than in the past. 
Accordingly, they should continue developing a 
portfolio of skills to manage businesses whether 
conditions are increasingly stable or unstable. 


McWilliams, Abagail and Donald Siegel 


Corporate Social Responsibility and Financial 
Performance: Correlation or Misspecification? 


Vol. 21, No. 5, May 2000, 603-609 


Researchers have reported a positive, negative, and 
neutral impact of corporate social responsibility 
(CSR) on financial performance. This inconsis- 
tency may be due to flawed empirical analysis. 
In this paper, we demonstrate a particular flaw 
in existing econometric studies of the relationship 
between social and financial performance. These 
studies estimate the effect of CSR by regressing 
firm performance on corporate social performance, 
and several control variables. This model is mis- 
specified because it does not control for investment 
in R&D, which has been shown to be an important 
determinant of firm performance. This misspec- 
ification results in upwardly biased estimates of 
the financial impact of CSR. When the model is 
properly specified, we find that CSR has a neutral 
impact on financial performance. 
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Medcof, John W. 


Resource-Based Strategy and Managerial Power in 
Networks of Internationally Dispersed Technology 
Units 


Vol. 22, No. 11, November 2001, 999-1012 


A linking of the Resource Based View of the firm, 
Resource Dependency Theory and the Vroom- 
Yetton model of leadership is used to show 
that when important technical (R&D) resources 
are located offshore for strategic and efficiency 
reasons, resource-based power goes with them. 
The extra-national technology units that embody 
those strategically important resources should be 
managed with inclusive methods that respect that 
power shift. Theoretical, empirical and managerial 
implications are drawn from this analysis. 


Merchant, Hemant and Dan Schendel 


How Do International Joint Ventures Create 


Shareholder Value? 
Vol. 21, No. 7, July 2000, 723-737 


This study attempts to identify conditions 
under which announcements of international 
joint venture (JV) formation lead to increases 
in shareholder value of participating U-S. 
firms. It does so by combining the singular 
theoretical foci of previous work on the topic 
and specifying previously unconsidered, but 
conceptually, important, influences on firms’ 
expected JV performance. The study’s findings 


indicate support for the hypothesized effect of 


variables in partners’ task-related, competitive, 
and structural context(s), but not those in these 
firms’ partner-related and institutional context(s). 
Specifically, partner-venture business relatedness, 
the pursuit of R&D-oriented activity, greater 
equity ownership, and large firm size, all are 
found to have a positive impact on firms’ JV- 
based value creation. Although this study finds 
support for the performance impact of firm-level 
competition, the direction of this impact is contrary 
to that hypothesized. No support is found for 
hypothesized effect of partner-partner business 
relatedness, previous JV experience, partners’ 
relative firm size, (national) cultural relatedness, 
and JV host country political risk. 
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Mezias, John M. 


Identifying Liabilities of Foreignness and Strate- 
gies to Minimize their Effects: The Case of Labor 
Lawsuit Judgments in the United States 


Vol. 23, No. 3, March 2002, 229-244 


Most foreign direct investment (FDI) theories 
assume that foreign subsidiaries are at a 
disadvantage relative to domestic firms; that is, 
they suffer a liability of foreignness. Following 
this reasoning, most FDI research has focused 
on advantages foreign investors must possess 
to overcome whatever disadvantages they face. 
Research directly investigating the sources of 
foreign subsidiary disadvantages has been notably 
lacking, despite the fact that understanding 
disadvantages could uncover ways to reduce 
exposure to these liabilities of foreignness and 
improve management of FDI. This study focuses 
on whether labor lawsuit judgments represent a 
liability for foreign subsidiaries operating in the 
United States (U.S.). Specifically, I tested whether 
486 British, German, and Japanese subsidiaries 
operating in the U.S. had more labor lawsuits 
brought to judgment than a matched sample of 
U.S.-owned firms. Results indicate that foreign 
subsidiaries faced significantly more labor lawsuit 


judgments in both federal and state jurisdictions. 


I also investigated several variables hypothesized 
to be associated with a reduction in labor lawsuit 


judgments facing foreign subsidiaries. Foreign 


subsidiaries who used American top officers or 
whose parent firms had more U.S. operations 
faced fewer lawsuits, while foreign subsidiaries 
using human resource professionals actually faced 
more labor lawsuit judgments. Implications of 
these findings and avenues for future research are 
discussed. 


Michael, Steven C. 


Investments to Create Bargaining Power: The Case 
of Franchising 


Vol. 21, No. 4, April 2000, 497-514 


Hybrid organizational forms such as franchise sys- 
tems join two or more independent parties under 
a contract. The ability of each party to achieve its 
goals depend upon the relative bargaining power 
in the relationship established by the contract. 
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Using transaction cost economics and Porter's 
(1980) characterization of sources of bargaining 
power, this paper argues that the franchisor can 
make investments in activities such as tapered inte- 
gration and buyer selection to increase its bar- 
gaining power and decrease conflict and litiga- 
tion in a franchise system. Specifically, tapered 
integration (owning some units while franchising 
others), selecting inexperienced franchisees, and 
employing a long training program are predicted 
to increase the franchisor’s bargaining power and 
the franchisee’s compliance with franchisor stan- 
dards. An empirical analysis of litigation in restau- 
rant franchise systems supports the theoretical 
hypotheses. 


Miller, Danny 


An Asymmetry-Based View of 
Towards an Attainable Sustainability 


Advantage: 


Vol. 24, Special Issue, October 2003, 961-976 


The resource-based view of the firm postulates 
that sustainable abnormal rents can accrue to firms 
having valuable, rare, inimitable, non-substitutable 
resources and capabilities. Given these criteria, 
sustainable resources are hard to attain. Our 
study of some two dozen firms shows how some 
of them were able to overcome this dilemma 
by building not so much on resources and 
capabilities as on asymmetries. Asymmetries are 
typically skills, processes, or ‘assets’ a firm’s 
competitors do not and cannot copy at a cost 
that affords economic rents. They are rare, 
inimitable and non-substitutable, although not 
connected to any engine of value creation, and, 
in fact, often act as liabilities. By discovering and 
reconceptualizing these asymmetries, embedding 
them within a complementary organizational 
design, and leveraging them across appropriate 
market opportunities, many firms were able to turn 
asymmetries into sustainable capabilities. 


Miller, Danny and Jamal Shamsie 


Learning across the Life Cycle: Experimentation 
and Performance among the Hollywood Studio 
Heads 


Vol. 22, No. 8, August 2001, 725-745 


Guided by notions from the literature on 
organizational learning, this paper investigates how 
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product line experimentation and organizational 
performance change across the careers of top 
managers. Its subjects are the studio heads 
who ran all the major Hollywood film studios 
from 1936 to 1965. The study found first, that 
product line experimentation declines over the 
course of executive tenures; second, that there 
is an inverse U-shaped relationship between 
top executive tenure and an_ organization’s 
financial performance; and third, that product 
line experimentation is more likely to benefit 
financial performance late in top executives’ 
tenures. These findings are consistent with a three- 
stage ‘executive life cycle’. During the early 
years of their tenures, top managers experiment 
intensively with their product lines to learn 
about their business; later on their accumulated 
knowledge allows them to reduce experimentation 
and increase performance; finally, in their last 
years, executives reduce experimentation - still 
further, and performance declines. 


Miller, Douglas J. 


Firms’ Technological Resources and the Perfor- 
mance Effects of Diversification: A Longitudinal 
Study 


Vol. 25, No. 11, November 2004, 1097—1119 


While agency theory claims managerial self- 
interest creates a diversification discount, strategic 
theory explains that firms with certain kinds of 
resources should diversify. Longitudinal data on 
227 firms that diversify between 1980 and 1992 
reveal that the sample firms invest less in R&D 
and have greater breadth of technology (based on 
patent citations) than their industry peers prior 
to the diversification event. Also, acquiring firms 
may appear to have lower performance because 
of accounting conventions and because firms that 
use internal growth rather than acquisition pursue 
less extensive diversification. These findings 
help explain how diversification and _ financial 
performance are endogenous. 


Miller, Kent D. 
Competitive Strategies of Religious Organizations 
Vol. 23, No. 5, May 2002, 435-456 


In recent years, sociologists and economists have 
given increased attention to studying religious 
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organizations. Their writings raise unresolved 
issues related to topics within strategic manage- 
ment. This study brings theoretical perspectives 
from strategic management together with those 
of sociology and economics to understand the 
organizational and competitive aspects of reli- 
gion. The initial portion of this article exam- 
ines the nature of religious production, competi- 
tion, and organization. Subsequent sections elab- 
orate specific strategic management issues aris- 
ing in religious organizations. Resource-based and 
institutional perspectives provide a foundation for 
analyzing the sources of sustainable competitive 
advantage among religious organizations. The lat- 
ter portion of this article shifts to the industry 
level of analysis and examines the roles of polit- 
ical strategies and strategic alliances in shaping 
religious competition. This theoretical discussion 
generates testable propositions regarding the com- 
petitive strategies of religious organizations and 
opens opportunities for future research. 


Miller, Kent D. 


Knowledge Inventories and Managerial Myopia 


Vol. 23, No. 8, August 2002, 689-706 


Managing knowledge inventories is the central 


issue posed by the knowledge-based view of 


the firm. Knowledge inventory management 
involves acquiring, retaining, deploying, idling, 
and abandoning technologies. Because of future 
opportunities to switch technologies over time, 
managing knowledge inventories requires valuing 
flexibility. Real option theory presents normative 
conceptual frameworks and pricing formulas 
for valuing flexibility. These formulas assume 
managers consider the full 
technologies as well as all available substituting 
and complementary technologies. This study 
considers the implications of violations of these 
assumptions (i.e., temporal and spatial myopia) 
for managers’ technology investment decisions. 
Specifying decision criteria under alternative forms 
of myopia reveals possible sources and patterns 
of technology management decision errors. This 
study highlights the cognitive sources of path 
dependencies and organizational rigidities. 
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Miller, Kent D. and Andac T. Arikan 


Technology Search Investments: Evolutionary, 
Option Reasoning, and Option Pricing Approaches 


Vol. 25, No. 5, May 2004, 473-485 


How do firms allocate limited search resources 
among substituting technologies with uncertain 
prospects? This paper contrasts three  differ- 
ent approaches. The first follows evolution- 
ary theorists’ portrayals of decision-making pro- 
cesses under bounded rationality. The second 
approach—real option reasoning—fosters flexibil- 
ity by investing in more than one technology and 
postponing the decision to specialize. Following 
the third approach—real option pricing—firms base 
their search investments on forward-looking calcu- 
lations of technology option prices. We lay out the 
contrasting theoretical assumptions behind each of 
these three approaches and construct a simulation 
model to compare their implications. 


Miller, Kent D. and Timothy B. Folta 
Option Value and Entry Timing 
Vol. 23, No. 7, July 2002, 655-665 


When facing uncertainty, firms entering new 
markets can make initial foothold investments 
rather than undertake large sunk investments. 
Such investments are real call option purchases. 
They offer management flexibility, but also raise 
questions about whether and when to increase 
commitments to new markets. We present an 
entry timing decision criterion and discuss its 
application to a variety of market entry situations. 
Optimal timing for exercising real options depends 
on current dividends, possibilities for preemption, 
and whether the option is simple or compound, 
proprietary or shared. Our analysis reveals critical 
assumptions and new theoretical insights regarding 
market entry timing. 


Miller, Kent D. and Zur Shapira 


An Empirical Test of Heuristics and Biases 


Affecting Real Option Valuation 
Vol. 25, No. 3, March 2004, 269-284 


This study applies insights from behavioral 
decision theory to explain how managers value call 
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and put options. Behavioral decision theory points 
to important deviations from the assumptions 
of normative option pricing models in finance. 
We used a questionnaire to collect option 
pricing data to test our behavioral hypotheses. 
The evidence indicates specific biases affecting 
subjective valuations of options: (1) buyers and 
sellers price options below their expected values; 
(2) buyers” prices are consistently below sellers’ 
prices: (3) irrelevant outcomes decrease option 
values; (4) discount rates vary with the option 
time horizon; and (5) changes in option values do 
not fully reflect increases in exercise prices. We 
discuss the implications of these findings for the 
management of real options and suggest directions 
for developing descriptive real option theory. 


Miller, Stewart R. and Arvind Parkhe 


Is there a Liability of Foreignness in Global 
Banking? An Empirical Test of Banks’ X- 
Efficiency 


Vol. 23, No. 1, January 2002, 55-75 


When a company operates outside of its home 
country, it may suffer a ‘liability of foreignness.’ 
Does this a priori theoretical expectation hold in 
the global banking industry? Banks increasingly 
compete outside of their home countries, and 
operating environments often differ sharply across 
countries, both in terms of financial markets 
and credit risk. In this paper, we report the 
results of an empirical test of the liability 
of foreignness in the global banking industry, 
using Fitch-IBCA BankScope data for the period 
1989-96. Our findings strongly support the 
liability of foreignness hypothesis. Further, the 


data show some evidence that the X-efficiency of 


a foreign-owned bank is strongly influenced by the 
competitiveness of its home country and the host 
country in which it operates. Lastly, we find that in 
some environments U.S-owned banks are more X- 
efficient than other foreign-owned banks in some 
environments, but less X-efficient in others. 


Mir, Raza and Andrew Watson 


Strategic Management and the Philosophy of Sci- 
ence: The Case for a Constructivist Methodology 


Vol. 21, No. 9, September 2000, 941-953 
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In this paper, we suggest that constructivism has 
the potential to inform research in strategic man- 
agement. The realist paradigm currently domi- 
nates strategy research, and constructivism, a well- 
established tradition in the philosophy of science, 
is often ignored. However, a study of strategy lit- 
erature and research reveals that it is drawn upon 
more frequently than is explicitly acknowledged. 
Constructivism occupies a methodological space 
characterized by ontological realism and episte- 
mological relativism. Ontological realism is an 
important cornerstone of a field as applied as 
strategy, while epistemological relativism helps us 
explore the constructed nature of the field, where 
the researcher is an active participant rather than 
a reactor or information processor. In this paper, 
we demonstrate the precedents and possibilities for 
constructivist research in strategic management. 
We examine some of the existent constructivist 
works in the strategy literature, and point to spe- 
cific techniques, including historical analysis, to 
demonstrate how this perspective may advance the 
boundaries of strategy research. 


Mir, Raza and Andrew Watson 


Critical Realism and Constructivism in Strategy 
Research: Toward a Synthesis 


Vol. 22, No. 12, December 2001, 1169-1173 


We agree with Kwan and Tsang (2001) that 
critical realism represents an important point 
of epistemological departure from mainstream 
realism, and that it has the potential to inform 
strategy research. To that end, Kwan and Tsang’s 
argument for a critical realist perspective is 
valid. There however exist substantial nontrivial 
differences between constructivism and critical 
realism. While critical realism contests some of 
the default assumptions of empiricism and realism 
which treat social systems as closed systems, it is 
still predicated upon an inherent order of things 
that is graspable by research. Constructivism 
instead focuses on the manner in which researchers 
constitute theories in the act of describing them. 
This important distinction makes constructivism 
far more of a departure from empiricism than 
critical realism, and therefore it has a different set 
of implications for strategy research. 
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Mishina, Yuri, 
Joseph F. Porac 


Timothy G. Pollock and 


Are More Resources Always Better for Growth? 
Resource Stickiness in Market and _ Product 
Expansion 


Vol. 25, No. 12, December 2004, 1179-1197 


We examine how managerial growth logics 
combine with financial and human resource slack 
to influence the short-term revenue growth of 
a sample of 112 manufacturing firms drawn 
from a unique database provided by the Ewing 
Marion Kauffman Foundation. Our results provide 
evidence that firms pursuing product expansion 
logics generally grow more slowly than firms 
that are not expanding their product base, but 
that financial slack positively moderates this 
relationship. We also find that human resource 
slack enhances short-term market expansion, but 
slows down short-term product expansion. We 
discuss the implications of these results for 
resource-based views of growth. 


Nachum, Lilach 


Liability of Foreignness in Global Competition? 
Financial Service Affiliates in the City of London 


Vol. 24, No. 12, December 2003, 1187-1208 


This study was inspired by the observation that 
foreign financial service firms operating in the 
City of London do not suffer the liability of 
foreignness to the extent suggested by theory. 
To examine the reasons for this departure 
from theory, the study advances a_ theoretical 
framework that distinguishes between three types 
of advantages that together account for the 
competitive performance of MNEs relative to 
that of indigenous firms. Empirical analyses of a 
sample of 296 foreign financial service firms in 
the City of London show that in this particular 
context major sources of competitive performance 
are the firm-specific advantages and the advantages 
of multinationality, where British firms may not 
necessarily possess an advantage over foreign 
firms. An examination of the validity of the 
findings, in order to assess the extent to which 
this situation is unique to the City of London 
or rather signifies a more general trend that 
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requires theoretical modifications and extensions, 
is emphasized as a major task for future research. 


Nair, Anil and Larry Filer 


Cointegration of Firm Strategies within Groups: 
A Long-Run Analysis of Firm Behavior in the 
Japanese Steel Industry 


Vol. 24, No. 2, February 2003, 145-159 


This paper uses cointegration analysis to study 
the competitive interaction among firms within the 
integrated and minimill groups in the Japanese 
steel industry. The use of cointegration analysis 
overcomes some of the limitations associated with 
prior attempts at modeling firm behavior within 
groups, and allows us to model strategies that 
take considerable time to adjust. Results indicate 
that several strategies displayed slow adjustment 
characteristics. All of the strategies that displayed 
these properties were cointegrated within the 
group. Finally, over the long run, the rate of 
strategic response to ‘shocks’ in the system varied 
across members and strategies: some converged, 
while others diverged from the group relationship. 
We conclude by discussing the relevance of 
our findings to research on strategic groups and 
competitive dynamics among firms. Thus the paper 
contributes to the literature on strategic groups 
and competitive dynamics, and illustrates the use 
of cointegration analyses to study the competitive 
behavior of firms. 


Nair, Anil and Suresh Kotha 


Does Group Membership Matter? Evidence from 
the Japanese Steel Industry 


Vol. 22, No. 3, March 2001, 221-235 


In this study we address criticism that performance 
differences among strategic groups found in past 
research may be spurious and attributable to firm 
effects. The Japanese steel industry provides the 
setting for the study. Our analysis is based on data 
from the carbon steel sector of the Japanese steel 
industry for the periods 1980-87 and 1988-93. 
A one-way ANOVA indicated that the average 
performance of firms in the two technology-based 
groups in this industry—the integrated mills and 
the minimills—were significantly different during 
the two periods. Subsequently, we performed a 
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regression analysis to examine the residual group 
effect after controlling for both environment and 
firm-specific effects. We found that even after 
controlling for both environment and firm-specific 
effects group membership. was significantly 
associated with firm performance. 


Narayanan, V. K., George E.  Pinches, 
Kathryn M. Kelm and Diane M. Lander 


The Influence of Voluntarily Disclosed Qualitative 
Information 


Vol. 21, No. 7, July 2000, 707-722 


We examine the voluntary disclosure of qualitative 
information about actions involving governmental 
agencies and managerial intentions or beliefs in 
R&D project announcements in The Wall Street 
Journal. Our analysis indicates that information 
regarding government approval and managerial 
intentions/beliefs voluntarily disclosed in R&D 
project announcements interacts with industry/firm 
variables to provide significant incremental 
explanatory power in both the innovation and 
commercialization stages of R&D projects. Our 
data also indicate that the biggest impact is 
from managerial intentions, especially an intent to 
increase market share when coupled with being a 
larger firm. 


Nelson, Teresa 


The Persistence of Founder Influence: Manage- 
ment, Ownership, and Performance Effects at Ini- 
tial Public Offering 


ol. 24, No. 8, August 2003, 707-724 


The purpose of this research is to apply a 
conceptual framework to questions of how, why, 
and when founders participate in the firms that 
they establish and to empirically test for the 
persistent influence of the founder on the firm 
after start-up. A definition of the term ‘founder’ 
is proposed. Empirical tests compare firms with 
founder CEOs to those with nonfounder CEOs 
to determine whether governance and ownership 
relationships are distinguishable at initial public 
offering (IPO). In addition, investor reaction to 
founder-led firms at IPO is tested. Results suggest 
that founder influence does persist in governance 
and ownership arrangements and that the stock 
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market reaction to founder-led firms is higher than 
for the comparison group, relative to accounting 
value. 


Nerkar, Atul and Peter W. Roberts 


Technological and Product-Market Experience and 
the Success of New Product Introductions in the 
Pharmaceutical Industry 


Vol. 25, Special Issue, August-September 2004, 
779-799 


The growth and development of a firm depend on 
its ability to introduce new products over time. 
To do this successfully, it requires technological 
knowledge, the ability to combine knowledge ele- 
ments into valuable new products, and the com- 
plementary assets that facilitate the manufacturing, 
sales, and distribution of those products. We argue 
that these all develop as a function of a firm’s 
experience in its technological and product-market 
domains. Moreover, given the prospect of com- 
plementarities among technological and product- 
market experience, the value of any one type of 
experience may be enhanced by the presence of 
another. Therefore, new products will be more 
successful when a firm possesses the appropriate 
stocks of technological and product-market experi- 
ence. We test this idea by analyzing whether phar- 
maceutical firms’ experience in their technological 
and product-market domains confer early advan- 
tages to their new product offerings, and lead to 
higher initial sales levels. 


Nicholls-Nixon, 
Carolyn Y. Woo 


Charlene i. and 


Technology Sourcing and Output of Established 
Firms in a Regime of Encompassing Technological 
Change 


Vol. 24, No. 7, July 2003, 651-666 


This paper argues that when the technological basis 
of an industry is changing, the firm’s approach 
to technology sourcing plays a critical role in 
building the capabilities needed to generate new 
technical outputs. Using survey and archival data 
from the U.S. pharmaceutical industry during 


the period 1981-91, we find that different 
approaches to technology sourcing (internal R&D 
and external R&D) are related to different types 
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of biotechnology-based output at the end of the 
period. Internal R&D was positively associated 
with patent output. Acquisition activity was 
positively related to number of biotechnology- 
based products. Greater use of R&D contracts and 
licenses was associated with stronger reputation 
for possessing expertise in biotechnology. These 
findings underscore the importance of taking a 
multifaceted approach to technology sourcing in 
order to build the absorptive capacity needed to 
generate new technical output. Surprisingly, we 
also found that involvement in joint ventures 
was negatively related to patent output. This 
raises interesting questions about the strategic use 
of joint ventures in a regime of encompassing 
technological change. 


Nickerson, Jack A., 
Tetsuo Wada 


Barton H. Hamilton and 


Market Position, Resource Profile, and Gover- 
nance: Linking Porter and Williamson in the Con- 
text of International Courier and Small Package 
Services in Japan 


Vol. 22, No. 3, March 2001, 251-273 


Two economic theories that have had an immense 
impact on modern strategic management research 
are Porter’s strategic positioning framework (SPF) 
and Williamson’s transaction cost economics 
(TCE). While both theories have contributed to 
our understanding of strategic management and to 
the choice of strategy and structure, each theory 
offers managerial prescriptions that are incomplete 
at best. We contend that if followed in isolation, 
each theory can lead to inferior performance. 
This paper, which studies the international courier 
and small package (IC&SP) services in Japan, 
improves upon prescriptions from both theories 
by linking Porter’s and Williamson’s approaches. 
Our main proposition is contained in three 
relationships that predict a fit among three strategic 
choices: market position, resource profile, and 
organizational structure. We test our predictions 
with a three-stage, reduced-form, endogenous self- 
selection model. While our empirical methodology 
is complicated and relies on a multilevel analysis, 
the methodology is necessary both for analyzing a 
constellation of activities in the vertical chain and 
for assessing strategy, structure, and performance 
when data can be drawn trom only a limited 
number of firms. Our results suggest that a 
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firm’s market position, resource profile, and 
organizational choice are related in ways predicted 
by a positioning-economizing perspective. To be 
sure, our study is ambitious and suffers from a 
number of limitations; nevertheless, it provides one 
of the first attempts to theoretically and empirically 
link Porter’s SPF and Williamson’s TCE. 


Nixon, Robert D., Michael A. Hitt, Ho-Uk Lee 
and Eui Jeong 


Market Reactions to Announcements of Cor- 
porate Downsizing Actions and Implementation 
Strategies 


Vol. 25, No. 11, November 2004, 1121-1129 


This study examines the effects of downsizing 
actions and implementation strategies on market 
performance. While downsizing actions reduce 
costs, they also produce a loss of valuable human 
capital that can exceed the benefits resulting from 
the lay-offs. In support of this argument, the results 
showed that downsizing had a negative effect on 
market returns and the effects grow increasingly 
negative with larger downsizing actions. However, 
the market reacts more positively to downsizing 
actions when reallocation strategies are used and 
to large downsizing actions when disengagement 
incentives are applied. The results of this research 
suggest the importance of carefully managing 
valuable resources to create positive returns. 


O’Brien, Jonathan P. 


The Capital Structure Implications of Pursuing a 
Strategy of Innovation 


Vol. 24, No. 5, May 2003, 415-431 


In this paper, we argue that consideration of firm 
strategy can help illuminate the choices managers 
make between debt and equity financing. Within an 
industry, the form of competition that each firm 
chooses will determine the strategic value to the 
firm of maintaining financial slack. Our empirical 
analysis yields strong support for the proposition 
that financial slack should be a_ particularly 
critical strategic imperative for firms pursuing 
a competitive strategy premised on innovation. 
We also demonstrate that firms pursuing such a 
strategy that fail to recognize the value of financial 
slack are likely to perform poorly. 
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O’Donnell, Sharon Watson 


Managing Foreign Subsidiaries: Agents of Head- 
quarters, or an Interdependent Network? 


Vol. 21, No. 5, May 2000, 525-548 


In this study, two different theoretical perspec- 
tives are used to develop sets of hypotheses 
regarding the mechanisms used to manage foreign 
subsidiaries of multinational corporations. First, 
agency theory serves as the basis for a model 
that predicts the use of monitoring mechanisms 
and incentive compensation. Then, it is argued 
that these mechanisms are insufficient for man- 


aging subsidiaries characterized by high levels of 


intra-firm international interdependence, the man- 
agement of which is critical to many of today’s 
complex global firms. A second set of hypothe- 
ses is argued, linking international interdependence 
to several social control mechanisms. Primary and 
secondary data from U.S. based multinational cor- 
porations were used to test both sets of hypotheses. 
The results indicate that agency theory, although 
a useful foundation for studies of control within 
MNCs, is limited in its ability to explain fully the 
phenomenon of foreign subsidiary control, how- 
ever, the model based on intra-firm interdepen- 
dence had much greater predictive ability. 
Osborne, J. David, Charles I. Stubbart and 
Arkalgud Ramaprasad 


Strategic Groups and Competitive Enactment: A 
Study of Dynamic Relationships between Mental 
Models and Performance 


Vol. 22, No. 5, May 2001, 435-454 


This study used computer-assisted content analysis 
of more than four hundred presidents’ letters 
to shareholders to examine empirical linkages 
between cognitive strategic groups clustered by 


themes in the reports and strategic groups 
clustered by performance. We found these groups 
converged as predicted by the literature, and 
that mental models and performance are involved 
in a recursive process of competitive enactment 
which contributes to strategic group stability. 
Our research used inductively derived themes 
from the letters to structure a mental model 
widely shared in the pharmaceutical industry, and 
then employed thematic variations to find stable 
clusters of companies. These thematic clusters 
were triangulated with the strategic groups from 
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a published study of the same industry, in 
the same period, and were shown to converge. 
Additionally, longitudinal linkages between earlier 
mental models of strategic goals and later reports 
of performance were found. The findings of our 
large-scale empirical study support strategic group 
theory, demonstrate a novel approach to data 
mining, and pose questions for future research. 


Oxley, Joanne E. and Rachelle C. Sampson 


The Scope and Governance of International R&D 
Alliances 


Vol. 25, Special Issue, August-September 2004, 
723-749 


Participants in research and development alliances 
face a difficult challenge: how to maintain 
sufficiently open knowledge exchange to achieve 
alliance objectives while controlling knowledge 
flows to avoid unintended leakage of valuable 
technology. Prior research suggests that choosing 
an appropriate organizational form or governance 
structure is an important mechanism in achieving 
a balance between these potentially competing 
concerns. This does not exhaust the set of 
possible mechanisms available to alliance partners, 
however. In this paper we explore an alternative 
response to hazards of R&D cooperation: reduction 
of the ‘scope’ of the alliance. We argue that 
when partner firms are direct competitors in 
end product or strategic resource markets even 
‘protective’ governance structures such as equity 


joint ventures may provide insufficient protection 


to induce extensive knowledge sharing among 
alliance participants. Rather than abandoning 
potential gains from cooperation altogether in 
these circumstances, partners choose to limit the 
scope of alliance activities to those that can be 
successfully completed with limited (and carefully 
regulated) knowledge sharing. Our arguments are 
supported by empirical analysis of a sample of 
international R&D alliances involving electronics 
and telecommunications equipment companies. 


Palich, Leslie E., 
C. Chet Miller 


Laura B. Cardinal and 


Curvilinearity in the Diversification—Performance 
Linkage: An Examination of Over Three Decades 
of Research 

Vol. 21, No. 2, February 2000, 155-174 
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While an extensive literature examines the 
diversification-performance — relationship, _ little 
agreement exists concerning the nature of this 
relationship. Both theoretical and empirical dis- 
agreements abound. This study synthesizes find- 
ings from three decades of research to address 
major theoretical issues that remain open to debate. 
We derive three competing models from the lit- 
erature and empirically assess these using meta- 
analytic data drawn from 55 previously published 
studies. The results of our tests indicate that mod- 
erate levels of diversification yield higher levels 
of performance than either limited or extensive 
diversification. Thus, we provide support for the 
curvilinear model; that is, performance increases 
as firms shift from single-business strategies to 
related diversification, but performance decreases 
as firms change from related diversification to 
unrelated diversification. The results also indicate 
major effects from variation in diversification and 
performance operationalizations. 


Pangarkar, Nitin and Junius R. Lie 


The Impact of Market Cycle on the Performance 
of Singapore Acquirers 


Vol. 25, No. 12, December 2004, 1209-1216 


In this paper, we hypothesize that acquisitions 
undertaken during low market cycles will exhibit 
better performance than other acquisitions for two 
key reasons: lower likelihood of overpayment due 
to hubris and ease in implementing restructuring 


initiatives such as retrenchment. We define 
performance as the cumulative abnormal returns 
surrounding the acquisition event and deploy a 
trend-based measure for market cycle. Based on 
an analysis of 115 acquisitions by Singapore firms 
between 1990 and 1999, we find strong support for 
the hypothesized relationship. 


Park, Choelsoon 


Prior Performance Characteristics of Related and 
Unrelated Acquirers 


Vol. 24, No. 5, May 2003, 471-480 
In the diversification literature, studies, particu- 
larly those using accounting-based performance 


measures, have found that related diversifiers are 
more profitable and that related diversifiers are 
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in more profitable industries than unrelated diver- 
sifiers. Due to the very nature of these studies 
based on cross-sectional data, however, the causal 
relationship between diversification strategy and 
performance was not clear. This paper focuses 
on a single event of a large acquisition, which 
enables us to better identify the sequential rela- 
tionships between prior firm profitability, prior 
industry profitability, and subsequent acquisition 
strategies. By doing so, this paper makes clearer 
the causal relationships between firm profitability, 
industry profitability, and acquisition strategies. 


Park, Namgyoo K. 


A Guide to Using Event Study Methods in Multi- 
country Settings 


Vol. 25, No. 7, July 2004, 655-668 


While the event study method has made 
significant contributions to strategic management 
research, most event study research published 
in management journals has analyzed the 
financial implications of corporate announcements 
in a single country. This study discusses 
solutions to methodological challenges _ that 
emerge when applying the event study method 
to multiple countries. Specifically, this study 
develops the world market model, illustrating 
how to simultaneously assess the financial impact 
of strategic actions in multiple countries. These 
challenges and solutions are illustrated by an 
example of a multi-country event study analyzing 
241 international alliance announcements of 23 
firms in 16 countries. The findings show that 
the use of the single country market model in a 
multi-country event study is likely to overestimate 
changes in firm value, demonstrating the need for 
this world market model. 


Park, Seung Ho and Yadong Luo 


Guanxi and Organizational Dynamics: Organiza- 
tional Networking in Chinese Firms 


Vol. 22, No. 5, May 2001, 455-477 


This paper focuses on the utilization of guanxi, 
which is an important cultural and social element 
in China, and the impact of guanxi on firm 
performance. Although guanxi is embedded in 
every aspect of Chinese social life, companies 
Strat. Mgmt. J., 27: 1-95 (2006) 
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demonstrate different needs and capacity for 
guanxi cultivation. Chinese firms develop guanxi 
as a strategic mechanism to overcome competitive 
and resource disadvantages by cooperating and 
exchanging favors with competitive forces and 
government authorities. We develop an integrative 
framework theorizing guanxi utilization according 
to institutional, strategic, and organizational 
factors, and we explore the impact of guanxi 
on firm performance, primarily sales growth and 
net profit growth. Our findings, based on a 
survey of 128 firms in central China, provide 
strong support that institutional, strategic, and 
organizational factors are critical determinants of 
guanxi with competitive forces. However, only 
institutional and strategic factors are significant for 
guanxi utilization with government authorities. In 
general, guanxi leads to higher firm performance, 
but is limited to increased sales growth, and has 
little impact on profit growth. Guanxi benefits 
market expansion and competitive positioning of 
firms, but does not enhance internal operations. 


Pegels, C. Carl, Yong I. Song and Baik Yang 


Management Heterogeneity, Competitive Interac- 
tion Groups, and Firm Performance 


Vol. 21, No. 9, September 2000, 911-923 


One of the fundamental problems in strategic 


management is to map a heterogeneous set of 


firms in an industry into subsets of firms within 
which firms are homogeneous in their conduct and 
performance. The strategic group concept provides 
an answer to this intriguing question. Researchers 
in strategic group theory argue that firms within 
the same strategic group are behaviorally similar 
and thus tend to compete more fiercely within 
the group than across groups. In this paper, 
we focus on the question whether firms within 
the same group show similar decision-making 
characteristics. Strategic-choice theorists argue that 
top management teams in firms have substantial 
discretion in determining the future strategic 
contour of firms. Upper-echelon theorists also 
argue that top managers are the strategists who set 
the direction of firms and the pace of competition 
in the industry. Further, they argue that top 
management team characteristics are an important 
element that determines the market niche in which 
a firm competes and the strategic direction a firm 
follows. Based on these arguments, we expect that 
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there will be a significant link between grouping 
of firms by the patterns of competitive interactions 
and grouping of firms by top management team 
heterogeneity. Moreover, we argue that the closer 
the TMT heterogeneity of a firm is to the dominant 
heterogeneity in the competitive interaction group, 
the better it performs. 


Peng, Mike W. 


Outside Directors and Firm Performance During 
Institutional Transitions 


Vol. 25, No. 5, May 2004, 453-471 


Do outside directors on corporate boards make a 
difference in firm performance during institutional 
transitions? What leads to the practice of 
appointing outside directors in the absence of 
legal mandate? This article addresses these two 
important questions by drawing not only on 
agency theory, but also resource dependence 
and institutional theories. Taking advantage of 
China’s institutional transitions, our findings, 
based on an archival database covering 405 
publicly listed firms and 1211 company-years, 
suggest that outsider directors do make a difference 
in firm performance, if such performance is 
measured by sales growth, and that they have 
little impact on financial performance such as 
return on equity (ROE). The results also document 
a bandwagon effect behind the diffusion of 
the practice of appointing outsiders to corporate 
boards. The article not only highlights the need 
to incorporate multiple theories beyond agency 
theory in corporate governance research, but also 
generates policy implications in light of the recent 
trend toward having more outside directors on 
corporate boards in emerging economies. 


Peteraf, Margaret A. and Mark E. Bergen 


Scanning Dynamic Competitive Landscapes: A 
Market-Based and Resource-Based Framework 


Vol. 24, Special Issue, October 2003, 1027-1041 


Heterogeneity among rivals implies that each 
firm faces a unique competitive set, despite 
overlapping market domains. This suggests the 
utility of a firm-level approach to competitor 
identification and analysis, particularly under 
dynamic environmental conditions. We take 
such an approach in developing a_ market- 
based and resource-based framework for scanning 
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complex competitive fields. By facilitating a 
search for functional similarities among products 
and resources, the framework reveals relevant 
commonalities in an otherwise heterogeneous 
competitive set. Beyond its practical contribution, 
the paper also advances resource-based theory as 
a theory of competitive advantage. Most notably, 
we show that resource substitution conditions not 
only the sustainability of a competitive advantage, 
but the attainment of competitive advantage 


as well. With equifinality among resources of 
different types, the rareness condition for even 
temporary competitive advantage must include 
resource substitutes. It is not rareness in terms of 
resource type that matters, but rareness in terms of 
resource functionality. 


Phelan, Steven E., Manuel Ferreira and Rom- 
mel Salvador 


The First Twenty Years of the 


Management Journal 


Strategic 


Vol. 23, No. 12, December 2002, 1161-1168 


The Strategic Management Journal (SMJ) has 
now entered its third decade of publication and 
consistently ranks among the most influential 
journals in management. While several authors 
have examined the impact of SMJ_ vis-d-vis 
other management publications, few studies have 
examined the internal changes in the publication 
over time, particularly with regard to the diversity 
and content of the journal. The current study finds 
that there has been a significant shift in the number 
of authors, publication lags, reference lists, and 
page lengths in SMJ over the past 20 years, while 
the diversity of authorship has stayed relatively 
constant. There has also been a marked rise in 
the proportion of empirical papers being published. 
The implications of these results are discussed. 


Pitcher, Patricia, Samia Chreim and Veronika 
Kisfalvi 

CEO Succession Research: 
Bridges over Troubled Waters 


Methodological 


Vol. 21, No. 6, June 2000, 625-648 


Disappointed by the lack of consistent and robust 
findings, scholars suspect that the problems may 
be related to our research methods and have 
frequently called for longitudinal, clinical, and 
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psychometric studies of succession. This article 
compares the findings from one such study with 
representative studies in the literature. Examining 
the operationalization of key variables used 
to study succession antecedents, processes, and 
organizational consequences, it reveals possible 
reasons for the disappointing results and suggests 
ways of strengthening those operationalizations. 
In addition to suggesting refinements in the 
measurement of performance, the comparative 
exercise demonstrates why current proxies for 
personality and power may create difficulty. It 
concludes that both field and large-sample research 
stand to benefit from a closer collaboration. 


Poppo, Laura and Todd Zenger 


Do Formal Contracts and Relational Governance 
Function as Substitutes or Complements? 


Vol. 23, No. 8, August 2002, 707-725 


Relational exchange arrangements supported by 
trust are commonly viewed as _ substitutes 
for complex contracts in interorganizational 
exchanges. Many argue that formal contracts 
actually undermine trust and thereby encourage 
the opportunistic behavior they are designed to 
discourage. In this paper, we develop and test an 
alternative perspective: that formal contracts and 
relational governance function as complements. 
Using data from a sample of information 
service exchanges, we find empirical support for 
this proposition of complementarity. Managers 
appear to couple their increasingly customized 
contracts with high levels of relational governance 
(and vice versa). Moreover, this interdependence 
underlies their ability to generate improvements 
in exchange performance. Our results concerning 
the determinants of these governance choices show 
their distinct origins, which further augments their 
complementarity in practice. 


Powell, Thomas C. 


Competitive Advantage: Logical and Philosophical 
Considerations 


Vol. 22, No. 9, September 2001, 875-888 


Strategic management theories invoke the con- 
cept of competitive advantage to explain firm 
performance, and empirical research investigates 
competitive advantage and describes how it oper- 
ates. But as a performance hypothesis, competitive 
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advantage has received surprisingly little formal 
justification, particularly in light of its centrality in 
strategy research and practice. As it happens, the 
core hypothesis—that competitive advantage pro- 
duces sustained superior performance —finds little 
support in formal deductive or inductive inference, 
and the leading theories of competitive advantage 
incorporate refutation barriers that preclude mean- 
ingful empirical tests. This article explores the log- 
ical and philosophical foundations of the competi- 
tive advantage hypothesis, locating its philosophi- 
cal foundations in the epistemologies of Bayesian 
induction, abductive inference and an instrumen- 
talist, pragmatic philosophy of science. 


Powell, Thomas C. 
The Philosophy of Strategy 
Vol. 23, No. 9, September 2002, 873-880 


The recent increase in philosophy of science arti- 
cles in strategic management reflects researchers’ 
rising concerns with understanding and securing 
the field’s intellectual foundations. This article 
argues for a proactive approach to the philos- 
ophy of strategy, and for the rejection of con- 
ventional, ‘off-the-shelf philosophies that neither 
contemplated, nor can assimilate, the epistemolog- 
ical messiness and action-connectedness of strate- 
gic management. The article responds to Rodolphe 
Durand’s critique, revisits the logic of competitive 
advantage, and makes the case for a pragmatist 
philosophy of strategy. 


Powell, Thomas C. 
Varieties of Competitive Parity 
Vol. 24, No. |, January 2003, 61-86 


Strategy research explains why some firms out- 
perform others, typically using profit rates, share- 
holder returns, and other continuous dependent 
variables. This paper investigates winning as the 
dependent variable, as measured by distributions 
of annual industry leadership in profits and returns 
to investors. This shift in dependent variable intro- 
duces alternative null models of competitive parity, 
including skew distributions derived from the natu- 
ral sciences, and empirical distributions from non- 
business domains such as chess, politics, sports, 
and beauty pageants. An empirical study of 20- 
year leadership in U.S. industries shows that per- 
formance distributions in business follow statistical 
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power laws resembling those in natural phenom- 
ena, and closely resemble distributions found in 
sports, politics, and other nonbusiness domains. 
The results support a presumption of persistent 
performance advantages in business, but show that 
business outcomes are indistinguishable from out- 
comes in the wider scientific and competitive land- 
scape, and are amenable to explanation using rel- 
atively, simple heuristics. The paper shows how 
the choice of null model shapes firm performance 
explanations, and explores the consequences of a 
more inclusive approach to null models in strateg 
research. 


Powell, Thomas C. 


Strategy 


Without Ontology 
Vol. 24, No. 3, March 2003, 285-291 


Professor Arend’s critique raises fundamental 
epistemological issues for strategy research, 
particularly the concern that pragmatist philosophy 
forecloses access to objective truth and scientific 
progress. This response discusses the empiricist 
underpinnings of pragmatism, and addresses 
Professor Arend’s specific concerns about the 
connections between competitive advantages and 
firm performance. 


Qian, Gongming and Lee Li 


Profitability of Small- and Medium-Sized Enter- 
prises in High-Tech Industries: The Case of the 
Biotechnology Industry 


Vol. 24, No. 9, September 2003, 881-887 


This paper investigates the profitability determi- 
nants of small- and medium-sized enterprises in 
high-tech industries. Literature review suggests 
that innovator position, market awareness, niche 
operation, and internationalization should have 
positive impacts on SMTEs’ profitability. How- 
ever, the empirical results partially agree with, and 
partially dissent from, the propositions. 


Raff, Daniel M. G. 


Superstores and the Evolution of Firm Capabilities 
in American Bookselling 


Vol. 21, Special Issue, October-November 2000, 
1043-1059 
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This study considers the transformation of 
book retailing in America ca. 1970-95. The 
major transition was less modal sales venues 
shifting from Central Business Districts to 
suburban locations than the rise of extremely 
broadly merchandised ‘superstores’ and _ their 
supporting infrastructure. The paper documents 
two superficially similar but from a capabilities 
perspective quite different superstore business 
models, one identified with Borders and the 
other with Barnes & Noble. The two companies’ 
key capabilities originated and developed in 
distinctive ways, one oriented around the 
management of information and the other around 
scale. Complementarities and the persistence of 
core capabilities are striking features of the 
organizational histories, but so is—over a fairly 
extended period—evolutionary change. 


Ramaswamy, Kannan 


Organizational Ownership, Competitive Intensity, 
and Firm Performance: An Empirical Study of the 
Indian Manufacturing Sector 


Vol. 22, No. 10, October 2001, 989-998 


Emerging countries are using 
a key strategy in their drive to become free 
market economies. Although these ownership 
changes are rapidly gaining prominence, the 
academic literature has been equivocal about 
the performance benefits of private vs. state 
ownership. The lack of clarity in findings can 
be largely traced to the underspecification of 
the models that prior studies have examined. 
Specifically, prior studies have mostly ignored 
the central role of competitive rivalry. This 
paper proposes a model that centers around the 
interactive, inseparable effects of ownership and 
competitive rivalry on firm performance. Results 
of the empirical examination set in India show that 
competitive intensity moderates the relationship 
between ownership and performance. 


privatization as 


Ramaswamy, Kannan, 
Rajaram Veliyath 


Mingfang Li and 


Variations in Ownership Behavior and Propensity 
to Diversify: A Study of the Indian Corporate 
Context 


Vol. 23, No. 4, April 2002, 345-358 
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The relationship between ownership and diversi- 
fication has been the focus of renewed debate 
between financial economists and strategic man- 
agement scholars. While financial economists hold 
that manager-controlled firms tend to reflect higher 
levels of diversification, strategy researchers argue 
that ownership and diversification are not system- 
atically related. In throwing light on this debate, 
this study uses a fine-grained definition of owner- 
ship groups to explore how the different objectives 
and monitoring predispositions of distinct owner- 
ship groups might influence diversification strat- 
egy. The empirical examination is set in India 
to offer a striking contrast from the predomi- 
nantly U.S.-based studies that have shaped the 
ongoing debate. Findings show that diverse owner- 
ship groups adopt different postures in monitoring 
and/or influencing organizational diversification. 
While some ownership groups are closely associ- 
ated with focused strategies, and some encourage 
diversification, others are quite indifferent. These 
results suggest that the context-specific variation 
among ownership groups is germane to our under- 
standing of diversification strategy. 
Ramos-Rodriguez, Antonio-Rafael and José 
Ruiz-Navarro 


Changes in the Intellectual Structure of Strategic 
Management Research: A Bibliometric Study of 
the Strategic Management Journal, 1980—2000 


Vol. 25, No. 10, October 2004, 981-1004 


The aim of this paper is to identify the works 
that have had the greatest impact on strategic 
management research and to analyze the changes 
that have taken place in the intellectual structure 
of this discipline. The methodology is based on the 
bibliometric techniques of citation and co-citation 
analysis which are applied to all the articles 
published in the Strategic Management Journal 
from its first issue in 1980 through 2000. 

Aldemir 


Rangan, Subramanian and 


Drummond 


Explaining Outcomes in Competition among 
Foreign Multinationals in a Focal Host Market 


Vol. 25, No. 3, March 2004, 285-293 


Multinational enterprises (MNEs) from different 
home regions now routinely confront one 


Strat. Memt. J., 27: 1-95 (2006) 
DOI: 10.1002/smj 





FZ Five Year Index Issue, 2000—2004 


another in third markets. There is, however, 
little conceptual or theoretical literature on the 
determinants of outcome patterns in these contests. 
This paper offers a first attempt at systematic 
and parsimonious conceptualization of the issue. 
In Brazil, for instance, while U.S.-based MNEs 
such as Coca-Cola and IBM lead in their sectors, 
other leading U.S. MNEs including Citibank, GE, 
and Pfizer are outsold by European rivals that 
appear less competitive globally. Extending theory 
on the liability of foreignness and firm-specific 
advantages, we contend that (i) the MNE whose 
home nation has greater ties to the focal host 
nation (along geographic, colonial, immigration, 
linguistic, and institutional dimensions) will lead 
in that host nation; and (ii) ties notwithstanding, 
if an MNE’s firm-specific advantages are so 
superior that it outsells a rival MNE in that rival’s 
home market, then it will outsell that rival as 
well in the focal host market. Based on_ this 
we develop a conceptual framework, statistical 
analysis pertaining to MNE competition in Brazil, 
and three avenues for fruitful new research. 


Ray, Gautam, Jay B. Barney and Waleed A. 
Muhanna 


Capabilities, Business Processes, and Competitive 
Advantage: Choosing the Dependent Variable in 


Empirical Tests of the Resource-Based View 


Vol. 25, No. 1, January 2004, 23-37 


A growing body of empirical literature supports 


key assertions of the resource-based view. 
However, most of this work examines the 
impact of firm-specific resources on the overall 
performance of a firm. In this paper it is 
argued that, in some circumstances, adopting the 
effectiveness of business processes as a dependent 
variable may be more appropriate than adopting 
overall firm performance as a dependent variable. 
This idea is tested by examining the determinants 
of the effectiveness of the customer service 
business process in a sample of North American 
insurance companies. Results are consistent with 
resource-based expectations, and they show that 
distinctive advantages observable at the process 
level are not necessarily reflected in firm level 
performance. The implications of these findings for 
research and practice are discussed along with a 
discussion of the relationship between resources 
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and capabilities, on the one hand, and business 
processes, activities, and routines, on the other. 


Reuer, Jeffrey J. 


From Hybrids to Hierarchies: Shareholder Wealth 
Effects of Joint Venture Partner Buyouts 


Vol. 22, No. 1, January 2001, 27-44 


This study examines the parent firm performance 
implications of joint venture (JV) partner buyouts, 
which involve the conversion of a_ hybrid 
governance structure to an internal unit within 
the firm’s hierarchy. Transaction cost theory, 
as developed and applied in the international 
literature and market entry research, is extended 
to the post-entry investment setting to isolate 
sources of value creation or dissipation from 
the governance changes effected by JV _ partner 
buyouts. The evidence complements recent 
research on JV longevity and its determinants. 


Reuer, Jeffrey J. and Mitchell P. Koza 


Asymmetric Information and Joint Venture Perfor- 
mance: Theory and Evidence for Domestic and 
International Joint Ventures 


Vol. 21, No. 1, January 2000, 81-88 


The increased number of perspectives on joint 
ventures (JVs) raises important issues for theory 
development on interfirm collaboration. In this 
paper, we bring together two key theoretical 
perspectives on joint ventures—the asymmetric 
information perspective and the indigestibility 
view. On a _ theoretical level, we focus on 
the relationship between these two different 
explanations of joint ventures. We also present 
new evidence on the firm valuation effects of JVs 
in domestic and international investment contexts. 
The findings lend support to the asymmetric 
information perspective on resource combination 
through joint ventures. 


Reuer, Jeffrey J. and Mitchell P. Koza 


On Lemons and Indigestibility: Resource Assem- 
bly through Joint Ventures 


Vol. 21, No. 2, February 2000, 195-197 


We revisit the relationship between two theoretical 
perspectives on joint ventures—the asymmetric 
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information view and the indigestibility view. 
The former emphasizes the ex ante valuation 
challenges firms confront in combining resources, 
while the latter attends to ex post transaction 
costs arising from the extraction and integration 
of indivisible resources. We argue that these two 
views are complementary, rather than competing, 
in explaining the usefulness of joint ventures. We 
also suggest that the perspectives are overlapping 
inasmuch as resource indivisibility contributes to 
asymmetric information. 

Reuer, Jeffrey J... Maurizio Zolio and _ Har- 
bir Singh 


Post-Formation Dynamics in Strategic Alliances 
Vol. 23, No. 2, February 2002, 135-151 


This paper investigates the occurrence and deter- 
minants of post-formation governance changes 
in strategic alliances, including alterations in 
alliances’ contracts, boards or oversight commit- 
tees, and monitoring mechanisms. We examine 
alliances in the biotechnology industry and find 
that firms’ unique alliance experience trajectories 
affect the likelihood of such ex post adjustments 
in these partnerships. Transactional features such 
as the alliance’s scope, its division of labor, and 
the relevance of the collaboration to the parent firm 
also bear upon alliances’ dynamics. We discuss the 
implications of these findings and how they com- 
plement prior research focusing on alliance design 
or termination at opposite ends of the alliance life 
cycle. 


Roberts, Peter W. and Grahame R. Dowling 


Corporate Reputation and Sustained Superior 
Financial Performance 


Vol. 23, No. 12, December 2002, 1077-1093 


Good corporate reputations are critical because of 


their potential for value creation, but also because 
their intangible character makes replication by 
competing firms considerably more difficult. 
Existing empirical research confirms that there 
is a positive relationship between reputation and 
financial performance. This paper complements 
these findings by showing that firms with relatively 
good reputations are better able to sustain superior 
profit outcomes over time. In particular, we 
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undertake an analysis of the relationship between 
corporate reputation and the dynamics of financial 
performance using two complementary dynamic 
models. We also decompose overall reputation into 
a component that is predicted by previous financial 
performance, and that which is ‘left over’, and 
find that each (orthogonal) element supports the 
persistence of above-average profits over time. 
Robertson, Christopher J. and William F. 
Crittenden 


Mapping Moral Philosophies: Strategic Implica- 
tions for Multinational Firms 


Vol. 24, No. 4, April 2003, 385-392 


Strategic managers appear increasingly under 
pressure from stakeholder concerns regarding 
social and ethical issues. Partially in response, 
the supply of ethical decision-making models 
has grown rapidly. Business ethics scholars 
have broadened their scope to incorporate moral 
philosophies into their research endeavors. Despite 
these positive trends, the international focus 
of business ethics research has been slow to 
evolve. Yet, diverse moral philosophies, often 
most apparent across international borders, have 
important strategic implications for multinational 
firms. The ethical norms pursued by cross-cultural 
alliance partners, distributors, suppliers, customers, 
financiers, and foreign government agencies can 
create public relations disasters, foster shareholder 
unrest, lead to consumer boycotts, and impact 
organizational outcomes. We seek to rectify 
the deficiency in international business ethics 
scholarship with two distinct contributions. First, 
we develop a new cross-cultural, macro-level 
model of societal ethics. Second, we map moral 
philosophies onto an established framework for 
assessing socioeconomic environments. These 
theoretical tools should assist managers of 
multinational organizations, international policy- 
makers, and researchers to recognize and prepare 
for the ethical consequences of international 
strategic decisions. 


Robertson, Christopher J. and Andrew Watson 


Corruption and Change: The Impact of Foreign 
Direct Investment 


Vol. 25, No. 4, Apri! 2004, 385-396 
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This study examines influences on the level 
of corruption in countries from a_ strategic 
perspective. Corruption is one of the country- 
level influences on market entry, investment, 
and other decisions fundamental to strategic 
management at the international level. The study 
examines the impact on corruption of change in 
levels of foreign direct investment (FDI). It uses 
the Corruption Perceptions Index (CPI) scores 
computed by Transparency International for 1999 
and 2000. Results indicate that the more rapid the 
rate of change in FDI, the higher the level of 
corruption. Higher levels of perceived corruption 
are associated with each of two dimensions 
of national culture: uncertainty avoidance and 
masculinity. Research and managerial implications 
are also discussed. 


Robins, James A., Stephen Tallman and Karin 
Fladmoe-Lindquist 


Autonomy and Dependence of International 
Cooperative Ventures: An Expioration of the 
Strategic Performance of U.S. Ventures in Mexico 


Vol. 23, No. 10, October 2002, 881-901 


Researchers have begun to view international 
cooperative ventures as complex, multiparty 
organizations in which foreign and local firms 
and the venture itself all have distinctive 
roles. This approach has important implications 
for the venture strategies of foreign firms 
in emerging economies. This study explores 
relationships between the resource contributions 
of parent firms and U.S. managers’ assessment of 
venture performance in a sample of established 
U.S.—Mexican ventures. The research suggests 
that mature cooperative ventures are expected to 
achieve autonomy from parent firms in key areas 
at the same time that certain forms of strategic 
dependency also are important to success. 


Robins, James A. and Margarethe F. Wiersema 


The Measurement of Corporate Portfolio Strategy: 
Analysis of the Content Validity of Related 
Diversification Indexes 


Vol. 24, No. 1, January 2003, 39-59 


Measures developed for the analysis of corporate 
diversification have become fundamental to a 
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broad range of strategy research. This paper 
examines the content validit:; of the two most 
widely used continuous measures of related 
diversification—the related component of the 
entropy index and the concentric index—and raises 
fundamental questions about their validity as 
indicators of portfolio relatedness. These questions 
are not driven by the use of SIC data for 
estimation of the indexes; they involve validity 
problems intrinsic to the construction of the 
measures. The related component of entropy and 
the concentric index are sensitive to features 
of corporate portfolio composition that may not 
be directly linked to portfolio relatedness. These 
sensitivities can create important ambiguities in 
strategy research. 

Robinson, Kenneth C. and Patricia Phillips 
McDougall 


Entry Barriers and New Venture Performance: 
A Comparison of Universal and Contingency 
Approaches 


Vol. 22, Special Issue, June—July 2001, 659-685 


This study utilized universal and contingency 
approaches to empirically investigate the effects of 
entry barriers on new venture performance. Con- 
sistent with prior research utilizing the universal 
approach, this study found only limited support 
for the direct independent effects of entry barri- 
ers on performance. Conversely, this study pro- 
vides strong support for utilizing the contingency 
approach to examine the complex effects of entry 
barriers on divergent performance measures. Over- 
all, contingency models incorporating the theo- 
retically justified moderating effects of industry 
life cycle stage and venture strategy explained 31, 
61, and 45 percent of the variance in profitabil- 
ity, Shareholder wealth creation, and sales growth 
respectively. 


Robinson, William L. and Jeongwen Chiang 


Product Development Strategies for Established 
Market Pioneers, Early Followers, and Late 
Entrants 

Vol. 23, No. 9, September 2002, 855-866 


At the time of entry, market pioneers are known 
for emphasizing major product development 
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projects. After being in the market for many 
years, however, do market pioneers, early 
followers, and late entrants maintain different 
product development strategies? Data from 2273 
established manufacturing businesses reveal that 
market pioneers have the highest probability of 
engaging in product development, which covers 
product R&D spending as well as new product 
sales. Even so, market pioneers and early followers 
tend to emphasize minor projects, such as product 
improvements and line extensions. Late entrants 
are less likely to engage in product development, 
but those that do tend to emphasize major 
development efforts. 


Rodan, Simon and Charles Galunic 


More than Network Structure: How Knowledge 
Heterogeneity Influences Managerial Performance 
and Innovativeness 


Vol. 25, No. 6, June 2004, 541-562 


This study deals with individual managerial 
performance, both overall and in generating 
innovation. While prior work has demonstrated 
a relationship between network structure and 
managerial performance, inadequate attention has 
been paid to network content. We consider several 
micro-social processes that might account for 
differences in managerial performance, taken from 
economic sociology and studies of managers’ 
exploitation of their social networks and derived 


from work in psychology on the genesis of 


ideas. We compare the infiuence of these 
mechanisms on managerial performance using 
a sample of 106 middle managers in a 
European telecommunications company. Our 
findings suggest that, while network structure 
matters, access to heterogeneous knowledge is 
of equal importance for overall managerial 
performance and of greater importance for 
innovation performance. 


Rosenbloom, Richard S. 


Leadership, Capabilities, and Technological 
Change: The Transformation of NCR in the Elec- 
tronic Era 


Vol. 21, Special Issue, October-November 2000, 
1083-1103 


Copyright © 2006 John Wiley & Sons, Ltd. 


Five Year Index Issue, 2000—2004 ae. 


Scholars have advanced various theories to explain 
the common failure of market leaders in the 
face of revolutionary technological change. The 
history of NCR Corporation provides an instructive 
exception to that general pattern. This paper 
examines how NCR addressed the introduction 
of electronics to the field of business equipment 
and the advent of digital computers to widespread 
use. It describes NCR’s entry into the computer 
industry in the 1950s and its commitment to 
evolutionary adaptation of its core products. It 
shows how persistence in old modes of practice 
led eventually to a crisis, which was resolved 
favorably when new management and fundamental 
organizational transformations reversed adverse 
trends and restored robust profitability. 

While established academic theories can help to 
explain aspects of the story, no single theoretical 
perspective is sufficient to explain the path of 
NCR’s behavior. NCR survived, we conclude, 
because new leadership provided the impetus to 
actualize latent dynamic capabilities. 


Rosenkopf, Lori and Atul Nerkar 


Beyond Local Search: Boundary-Spanning, Explo- 
ration, and Impact in the Optical Disk Industry 


Vol. 22, No. 4, April 2001, 287-306 


Recognition of the firm’s tendency toward local 
search has given rise to concepts celebrating 
exploration that overcomes this tendency. To 
move beyond local search requires that exploration 
span some boundary, be it organizational 
or technological. While several studies have 
encouraged boundary-spanning exploration, few 
have considered both types of boundaries 
systematically. In doing so, we create a typology 
of exploration behaviors: local exploration spans 
neither boundary, external boundary-spanning 
exploration spans the firm boundary only, 
internal boundary-spanning exploration spans 
the technological boundary only, and_ radical 
exploration spans both boundaries. Using this 
typology, we analyze the impact of knowledge 
generated by these different types of exploration 
on subsequent technological evolution. 

In our study of patenting activity in optical disk 
technology, we find that exploration that does not 
span organizational boundaries consistently gen- 
erates lower impact on subsequent technological 
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evolution. In addition, we find that the impact of 


exploration on subsequent technological evolution 
within the optical disk domain is highest when the 
exploration spans organizational boundaries but 
not technological boundaries. At the same time, we 
find that the impact of exploration on subsequent 
technological development beyond the optical disk 
domain is greatest when exploration spans both 
organizational and technological boundaries. 


Rothaermel, Frank T. 


Incumbent’s Advantage through Exploiting Com- 
plementary Assets via Interfirm Cooperation 


Vol. 22, Special Issue, June—July 2001, 687-699 


I examine interfirm cooperation between incum- 
bents and new entrants as a mechanism for incum- 
bents to adapt to radical technological change 
through exploitation of complementary assets. The 
research setting is the biopharmaceutical industry, 
where I analyze 889 strategic alliances between 


32 large pharmaceutical firms and providers of 


the new biotechnology. I find that incumbents 
that focus their network strategy on exploiting 
complementary assets outperform incumbents that 
focus on exploring the new technology. However, 
there are limits to this strategy due to diminish- 
ing marginal returns to alliance intensity. I am 
also able to show that an incumbent’s new prod- 
uct development is positively associated with its 
performance. 


Rothaermel, Frank T. and David L. Deeds 


Exploration and Exploitation Alliances in Biotech- 
nology: A System of New Product Development 


Vol. 25, No. 3, March 2004, 201-221 


We link the exploration—exploitation framework of 


organizational learning to a technology venture’s 
strategic alliances and argue that the causal 
relationship between the venture’s alliances and its 


new product development depends on the type of 


the alliance. In particular, we propose a product 
development path beginning with exploration 
alliances predicting products in development, 
which in turn predict exploitation alliances, and 
that concludes with exploitation alliances leading 
to products on the market. Moreover, we argue 
that this integrated product development path is 
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moderated negatively by firm size. As a technology 
venture grows, it tends to withdraw from this 
product development path to discover, develop, 
and commercialize promising projects through 
vertical integration. We test our model on a sample 
of 325 biotechnology firms that entered 2565 
alliances over a 25-year period. We find broad 
support for the hypothesized product development 
system and the moderating effect of firm size. 


Rouse, Michael J. and Urs S. Daellenbach 


More Thinking on Research Methods for the 
Resource-Based Perspective 


Vol. 23, No. 10, October 2002, 963-967 


We re-examine the benefits of using a broader 
set of research methods to address key questions 
associated with the resource-based view (RBV) 
of the firm. In responding to Levitas and Chi, 
we consider how research inside organizations 
can complement and augment research relying on 
secondary data. 

David 


Rowley, Tim, Dean Behrens = and 


Krackhardt 


Redundant Governance Structures: An Analysis 
of Structural and Relational Embeddedness in the 
Steel and Semiconductor Industries 


fol. 21, Special Issue, March 2000, 369-386 


Network researchers have argued that both rela- 
tional embeddedness—characteristics of relation- 
ships—and _ structural embeddedness—character- 
istics of the relational structure—influence firm 
behavior and performance. Using strategic alliance 
networks in the semiconductor and steel industries, 
we build on past embeddedness research by exam- 
ining the interaction of these factors. We argue that 
the roles relational and structural embeddedness 
play in firm performance can only be understood 
with reference to the other. Moreover, we argue 
that the influence of these factors on firm per- 
formance is contingent on industry context. More 
specifically, our empirical analysis suggests that 
strong ties in a highly interconnected strategic 
alliance network negatively impact firm perfor- 
mance. This network configuration is especially 
suboptimal for firms in the semiconductor industry. 
Furthermore, strong and weak ties are positively 
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related to firm performance in the steel and semi- 
conductor industries, respectively. 


Ruefli, Timothy W. and Robert R. Wiggins 


Industry, Corporate, and Segment Effects and 
Business Performance: A Non-Parametric 
Approach 


Vol. 24, No. 9, September 2003, 861-879 
The literature investigating the degree to which 
firm performance is associated with industry or 


corporate factors has recently been subject to 
criticism on the grounds of both methodological 


shortcomings and incomplete interpretation of 


results. Our research goes beyond these critiques 
to raise more basic issues concerning the 
assumptions underlying variance decomposition, 
the methodology dominating the antecedent 
literature. Performance data and categorizations 
from a sample consistent with those employed in 
the recent literature are analyzed via a new non- 
parametric methodology. Results here indicate that 
corporate factors were over an order of magnitude 
better predictors of business unit profit position 
than were industry factors—which were found 
not to have been significant predictors. Further, 
underlying performance relationships were seen 


to have shifted over time. A key implication of 


these results for researchers is that they provide 
additional evidence that managers can have a 
strategic influence on business performance. 


Rugman, Alan M. and Alain Verbeke 


Subsidiary-Specific Advantages in Multinational 
Enterprises 


Vol. 22, No. 3, March 2001, 237-250 


This paper discusses the internal patterns of com- 
petence building in the multinational enterprise 
(MNEB), with a focus on the creation of capabilities 
in its foreign subsidiaries. We present a new frame- 
work to synthesize 10 types of MNE-subsidiary 
linkages leading to capability development. We 
find that several of the 10 capability development 
processes are associated with subsidiary-specific 
advantages. We discuss the process of subsidiary- 
specific advantage development within the organi- 
zational structure of the MNE when it is a differ- 
entiated network of dispersed operations. 
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Rugman, Alan M. and Alain Verbeke 


Edith Penrose’s Contribution to the Resource- 
Based View of Strategic Management 


Vol. 23, No. 8, August 2002, 769-780 


Edith Penrose’s (1959) book, The Theory of the 
Growth of the Firm, is considered by many 
scholars in the strategy field to be the seminal 
work that provided the intellectual foundations for 
the modern, resource-based theory of the firm. 
However, the present paper suggests that Penrose’s 
direct or intended contribution to resource-based 
thinking has been misinterpreted. Penrose never 
aimed to provide useful strategy prescriptions 
for managers to create a sustainable stream of 
rents; rather, she tried to rigorously describe the 
processes through which firms grow. In her theory, 
rents were generally assumed not to occur. If 
they arose this reflected an inefficient macro- 
level outcome of an otherwise efficient micro- 
level growth process. Nevertheless, her ideas have 
undoubtedly stimulated ‘good conversation’ within 
the strategy field in the spirit of Mahoney and 
Pandian (1992); their emerging use by some 
scholars as building blocks in models that show 
how sustainable competitive advantage and rents 
can be achieved is undeniable, although such use 
was never intended by Edith Penrose herself. 


Russo, Michael V. 


The Emergence of Sustainable Industries: Building 
on Natural Capital 


Vol. 24, No. 4, April 2003, 317-331 


This paper focuses on the emergence and growth 
of sustainable industries, specifically analyzing the 
rise of the wind energy industry in California. 
Based on a favorable institutional environment 
and the presence of abundant natural capital, the 
wind energy industry took root and flourished 
in California during the last two decades. This 
paper analyzes this phenomenon by exploring 
the determinants of where and when wind 
energy projects would be established. Findings 
suggest that in locations where natural, social, 
and economic influences converged, greater wind 
energy activity followed. The paper advances 
a simple framework that uses natural capital, 
site specificity, and institutional environments to 
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predict which sustainable industries will enjoy 
growth in coming decades. 


Sakakibara, Mariko 


Formation of R&D Consortia: 
Company Effects 


Industry and 


Vol. 23, No. 11, November 2002, 1033—1050 


This study investigates economic and _ strategic 
inducements of R&D cooperation. We focus 
on industry and company factors that affect a 
firm’s rate of participation in R&D consortia. 
These factors are analyzed in a dynamic context 
using a sample of 312 Japanese firms in 74 
industries between 1969 and 1992. We _ find 
a firm in an industry with weak competition 
and appropriability conditions has a_ higher 
rate of consortia participation. A firm’s R&D 
capabilities, network formation through past 
consortia, encounter with other firms in product 
markets, age, and past participation in large-scale 


consortia also positively affect its tendency of 


consortia formation. 


Sanders, Wm. Gerard and Steven Boivie 


Sorting Things Out: Valuation of New Firms in 
Uncertain Markets 


Vol. 25, No. 2, February 2004, 167-186 


New business models combined with a_ lack 
of objective operating data result in significant 
information asymmetry and uncertainty in the 
valuation of new firms in emerging markets. 
Information asymmetry increases the 
both adverse selection and moral hazard. When 
traditional differentiators of firm quality are 
lacking, such as in emerging economic sectors, 
markets may turn to secondary information sources 
to filter and sort firms. We investigate the 
roles played by observable corporate governance 
characteristics as indirect indicators of new firms’ 
potential qualitative differences. Markets may 
sort firms based on such characteristics because 
they are perceived to be correlated with desired 
but unobservable characteristics and actions and 
they lower the risks of both adverse selection 
and moral hazard. Our study of publicly traded 
U.S. Internet firms found that firm market 
valuatior was strongly associated with corporate 
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risks of 


governance characteristics (e.g., executive and 
director stock-based incentives, institutional and 
blockholder stock ownership, board structure, and 
venture capital participation). In addition, firm age 
moderated how markets used some quality proxies 
to determine firm valuation during the post-IPO 
period. 


Sarkar, MB, Raj Echambadi 
Harrison 


and Jeffrey S. 


Alliance Entrepreneurship and Firm Market 


Performance 
Vol. 22, Special Issue, June—July 2001, 701-711 


This paper extends entrepreneurship into the 
domain of alliances, and investigates the effect 
of alliance proactiveness on market-based firm 
performance (defined in terms of sales growth, 
market share, market development and product 
development). Alliance proactiveness is defined 
as the extent to which an organization engages 
in identifying and responding to partnering 
opportunities. The effect of alliance proactiveness 
on performance is tested within a contingency 
framework, with size and perceived environmental 
uncertainty as moderators, and using data from 
182 firms. We estimated the model using partial 
least squares. Results indicate that alliance 
proactiveness leads to superior market-based 
performance, and that this effect is stronger for 
small firms and in unstable market environments. 


Schnatterly, Karen 


Increasing Firm Value Through Detection and 
Prevention of White-Collar Crime 


Vol. 24, No. 7, July 2003, 587-614 


White-collar crime can cost a company from 
| percent to 6 percent of annual sales, yet little 
is known about the organizational conditions that 
can reduce this cost. Previous governance research 
has examined the link between block holders, 
boards of directors, or CEO compensation and 
fraud. In this study, these traditional measures 
of governance are found to have little impact. 
Instead, operational governance, including clarity 
of policies and procedures, formal cross-company 
communication, and performance-based pay for 
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the board and for more employees, significantly 
reduces the likelihood of a crime commission. 


Schroeder, Roger G., Kimberly A. Bates and 
Mikko A. Junttila 


A Resource-Based View of Manufacturing Strat- 
egy and the Relationship to Manufacturing 
Performance 


Vol. 23, No. 2, February 2002, 105-117 


This paper examines manufacturing strategy from 
the perspective of the resource-based view of 
the firm. It explores the role of resources and 
capabilities in manufacturing plants that cannot be 
easily duplicated, and for which ready substitutes 
are not available. Such resources and capabilities 
are formed by employees’ internal learning based 
on cross-training and suggestion systems, external 
learning from customers and suppliers, and 
proprietary processes and equipment developed by 
the firm. Based on data from 164 manufacturing 
plants, the paper empirically demonstrates that 
competitive advantage in manufacturing (as 
measured by superior plant performance) results 
from proprietary processes and equipment which, 
in turn, is driven by external and internal learning. 
The implication is that resources such as standard 
equipment and employees with generic skills 
obtainable in factor markets are not as effective in 
achieving high levels of plant performance, since 
they are freely available to competitors. The paper 
also demonstrates the important role of internal and 
external learning in developing resources that are 
imperfectly imitable and difficult to duplicate. 


Seth, Anju, Kean P. Song and R. Richardson 
Pettit 


Value Creation and Destruction in Cross-Border 
Acquisitions: An Empirical Analysis of Foreign 
Acquisitions of U.S. Firms 


Vol. 23, No. 10, October 2002, 921-940 


We conduct an investigation of the sources of 
gains and losses in cross-border acquisitions in 
light of different motives for undertaking these 
transactions: synergy-seeking, managerialism and 
hubris. We find that the data are consistent with the 
expectation that multiple sources of value creation 
exist in synergistic cross-border acquisitions: 
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asset sharing, reverse internalization of valuable 
intangible assets, and financial diversification. 
Gains accrue to bidder firm shareholders only 
for the least fungible of these sources of gains, 
1.e., reverse internalization. For value-destroying 
acquisitions that are expected to be driven by 
managerialism, we find that the data are consistent 
with only one of the sources of value destruction 
that we examine, i.e., risk reduction. In these 
acquisitions, the evidence also suggests that the 
relative size of the target to the bidder mitigates 
the negative effects of risk reduction. Our results 
underscore the importance of considering the 
implications of alternative behavioral assumptions 
in empirical strategy content research. 


Shaffer, Brian and Amy J. Hillman 


The Development of Business-Government Strate- 
gies by Diversified Firms 


Vol. 21, No. 2, February 2000, 175-190 


This paper uses grounded theory to explore 
internal (intrafirm) conflicts in the formulation 
of business-government strategies by corporations 
with diversified business units. We find that 
three types of conflict exist within firms: conflict 
over proactive policy positions advocated by the 
firm (prepolicy issues), conflict over reactive 
internal distribution of compliance costs/benefits 
(postpolicy issues), and representational conflict 
(e.g., individual business units vs. corporate 
representation in the external public policy arena). 
We also develop a grounded framework for 
organizational structures for conflict resolution in 
the strategic management of government relations, 
based upon our case studies, and find a relationship 
between particular structures and the degree of 
diversification. 


Shamsie, Jamal 


The Context of Dominance: An Industry-Driven 
Framework for Exploiting Reputation 


Vol. 24, No. 3, March 2003, 199-215 


In spite of the growing interest in sustainable 
advantages, there has been little effort by strategy 
researchers to investigate market dominance. In 
this paper, the extent of dominance by leading 
firms is linked to the ability to develop and 
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exploit their reputation as a key resource. Results 
from a wide spectrum of consumer product 
markets indicate that the advantages that stem from 
reputation are typically tied to specific industry 
characteristics. In particular, dominance is more 
likely to be observed in industries that offer 
consumer products that are purchased frequently 
and have lower prices. 


Shankar, Venkatesh and Barry L. Bayus 


Network Effects and Competition: An Empirical 
Analysis of the Home Video Game Industry 


Vol. 24, No. 4, April 2003, 375-384 


Building on the resource-based view of the firm, 
we advance the idea that a firm’s customer network 
can be a strategic asset. We suggest that network 
effects are a function of network size (i.e., installed 
customer base) and network strength (i.e., the 
marginal impact of a unit increase in network size 
on demand). We empirically study these network 
effects in the 16-bit home video game industry 
in which the dominant competitors were Nintendo 
and Sega. In the spirit of the new empirical IO 
framework, we estimate a structural econometric 
model assuming the data are equilibrium outcomes 
of the best fitting noncooperative game in price 
and advertising. After controlling for other effects, 
we find strong evidence that network effects are 
asymmetric between the competitors in the home 
video game industry. Specifically, we find that the 
firm with a smaller customer network (Nintendo) 
has higher network strength than the firm with 
the larger customer base (Sega). Thus, our results 
provide a possible explanation for this situation in 
which the firm with a smaller customer network 
(Nintendo) was able to overtake the sales of a firm 
with a larger network size (Sega). 


Shaver, J. Myles and Fredrick Flyer 


Agglomeration Economies, Firm Heterogeneity, 
and Foreign Direct Investment in the United States 


Vol. 21, No. 12, December 2000, 1175-1193 
An overlooked aspect of agglomeration economies, 
which are positive externalities that stem from the 


geographic clustering of industry, is that firms con- 
tribute to the externality in addition to benefiting 


from the externality. This insight suggests that if 
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firms are heterogeneous they will differ in the 
net benefits they receive from agglomerating. We 
argue that firms with the best technologies, human 
capital, training programs, suppliers, or distributors 
will gain little, yet competitively suffer when their 
technologies, employees, and access to support- 
ing industries spill over to competitors. Therefore, 
these firms have little motivation to geographi- 
cally cluster despite the existence of agglomera- 
tion economies. Conversely, firms with the weak- 
est technologies, human capital, training programs, 
suppliers, or distributors have little to lose and a 
lot to gain; therefore, these firms are motivated 
to geographically cluster. As a result, when firms 
are heterogeneous we expect agglomeration to be 
characterized by adverse selection. We find sup- 
portive evidence of these arguments by examining 
the location choice and survival of foreign green- 
field investments in U.S. manufacturing industries. 


Shaw, Jason D., Nina Gupta and John E. 
Delery 


Empirical Organizational-Level Examinations of 
Agency and _ Collaborative Predictions — of 
Performance-Contingent Compensation 


Vol. 21, No. 5, May 2000, 611-623 


Competitive predictions regarding the relation- 
ships between: (a) monitoring and agent tenure, 
and (b) performance-contingent compensation are 
derived from agency theory and collaborative per- 
spectives. These results are tested in a within- 
industry (trucking) sample and in a cross-industry 
sample. The results partially support both perspec- 
tives, particularly with respect to monitoring and 
agent tenure. Implications of the results for theory 
and practice are discussed. 


Shaw, Jason D., Nina Gupta and John F. 
Delery 


Congruence between 
pensation Systems: 
Implementation 


Technology and Com- 
Implications for Strategy 


Vol. 22, No. 4, April 2001, 379-386 


This paper examines the interactive relation- 
ship between the use of integrated manufactur- 
ing and compensation practices in predicting sev- 
eral aspects of plant performance in the concrete 
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pipe industry. We predicted that compensation 
practices reinforcing collective effort, teamwork, 
and flexibility (team incentives and _ skill-based 
pay) enhance the effectiveness of integrated man- 
ufacturing systems (total quality management and 
advanced manufacturing technology), while prac- 
tices inhibiting cooperation and teamwork among 
employees (individual incentives and seniority- 
based pay) impede it. Results provide moderate 
support for the congruence model across several 
measures of plant effectiveness (labor hours per 
ton, lost-time accidents, perceptual performance, 
and customer satisfaction). Implications of the 
research are addressed. 


Shaw, Jason D., Nina Gupta and John E. 
Delery 


Pay Dispersion and Workforce Performance: Mod- 
erating Effects of Incentives and Interdependence 


Vol. 23, No. 6, June 2002, 491-512 


The compensation literature is replete with 
arguments, but lacking in empirical tests, regarding 
the effects of pay dispersion on organizational 
outcomes. Pay dispersion may increase effort and 
provide incentives for high workforce performance 
levels, but may also inhibit cooperation and goal 
orientation among employees. Drawing on several 
theoretical perspectives (individual motivation, 
institutional theory, organizational justice, and 
neoclassical economics), this study predicts that 
pay dispersion will be associated with higher levels 
of workforce performance when accompanied 
by formal individual incentive systems and 
independent work, while pay compression is 
desirable in the absence of individual incentive 
systems and when work is interdependent. Survey 
research studies in two industrial sectors (the 
motor carrier and concrete pipe industries) were 
conducted to address these issues. Interactive 
regression results were generally supportive of the 
predictions across several measures of workforce 
performance (accident rates, safety violations, and 
productivity). Implications of these studies for 
strategy implementation in terms of compensation 
theory and practice are addressed. 
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Shen, Wei and Albert A. Cannella, Jr. 


Will Succession Planning Increase Shareholder 
Wealth? Evidence from Investor Reactions to 
Relay CEO Successions 


Vol. 24, No. 2, February 2003, 191-198 


Our study examines investor reactions to a specific 
form of succession planning—relay succession. 
Theory predicts that both the initiation and the 
outcome of a relay CEO succession process will 
influence shareholder wealth. Our results show that 
investors generally do not react to the initiation 
of the process as indicated by heir apparent 
appointment; but react negatively when the process 
ends in heir apparent exit from the firm and 
react positively when the process ends in heir 
apparent promotion to the CEO position. We also 
found a strong positive investor reaction to outside 
CEO promotion and a negative investor reaction 
to nonheir inside CEO promotion. Further, firm 
performance exerts an important influence on the 
wealth effect of heir apparent promotion and exit. 


Shook, Christopher L., David J. Ketchen, Jr., 
Cynthia S. Cycyota and Dilene Crockett 


Data Analytic Trends and Training in Strategic 
Management 


Vol. 24, No. 12, December 2003, 1231-1237 


Data analysis is a key element of the research 
process. Accordingly, appropriate doctoral training 
in data analysis is vital to the strategic management 
field’s future. We used a _ two-study design 
to evaluate quantitative data analysis trends 
and doctoral training. An analysis of Strategic 
Management Journal articles from 1980 to 2001 
reveals that, contrary to some predictions, the 
use of general linear model techniques such as 
regression has increased over time. However, the 
use of more specialized techniques, including 
those suitable for examining longitudinal data, 
discrete events, and causal structure, has also 
grown substantially. A survey of recent doctoral 
graduates shows that, although skilled with general 
linear models, many are ill prepared to use 
specialized techniques. Based on our findings, we 
offer suggestions aimed at bridging gaps between 
what doctoral students (and other researchers) 
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know and what they need to know about data 
analysis. 


Shook, Christopher L., David J. Ketchen, Jr., 
G. Tomas M. Hult and K. Michele Kacmar 


An Assessment of the Use of Structural Equation 
Modeling in Strategic Management Research 


Vol. 25, No. 4, April 2004, 397-404 


Structural equation modeling (SEM) is a powerful, 
yet complex, analytical technique. The use of SEM 
to examine strategic management phenomena has 
increased dramatically in recent years, suggesting 
that a critical evaluation of the technique’s 
implementation is needed. We compared the use of 
SEM in 92 strategic management studies published 
in nine prominent journals from 1984 to 2002 to 
guidelines culled from methodological research. 
We found that the use and reporting of SEM 
often have been less than ideal, indicating that 
authors may be drawing erroneous conclusions 
about relationships among variables. Given these 
results, we offer suggestions for researchers on 
how to better deploy SEM within future inquiry. 


Shamsie, Jamal, Corey Phelps and Jerome 
Kuperman 


Better Late than Never: A Study of Late Entrants 
in Household Electrical Equipment 


Vol. 25, No. 1, January 2004, 69-84 
For the most part, studies on timing of entry have 


attempted to determine the advantages that early 
entrants may be able to develop and hold over 


subsequent entrants. Given that a large number of 


firms attempt to enter at a much later stage in 
the development of the market, it is particularly 
surprising that little research has attempted to 
examine the differences in the ability of late 
movers to penetrate the market. In this paper, 
we focus exclusively on late movers and examine 
the extent to which their early success can be 
tied to existing market conditions, their resource 
strengths, and their strategic positioning. 
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Simerly, Roy L. and Mingfang Li 


Environmental Dynamism, Capital Structure and 
Performance: A Theoretical Integration and an 
Empirical Test 


Vol. 21, No. 1, January 2000, 31-49 


An ongoing argument in financial management has 
been how to craft a capital structure which maxi- 
mizes shareholder wealth. This question has gained 
prominence within the strategic management field 
because of the apparent link between capital struc- 
ture and the ability of firms to compete. By 
integrating models from organizational economics 
with the strategic management literature, we are 
able to theorize that a firm’s capital structure 
is influenced by environmental dynamism, and 
that the match between environmental dynamism 
and capital structure is associated with superior 
economic performance. Our large-scale empiri- 
cal analyses provide supportive evidence for the 
proposition that competitive environments mod- 
erate the relationship between capital structure 
and economic performance. From a_ theoretical 
standpoint, these findings provide another link 


between capital structure and corporate strategy. 
More importantly, we are able to move the discus- 
sion beyond the limitations of financial risk and 
incorporate the strategy concept of decision mak- 
ing under uncertainty. For practical application, 
these findings offer informed advice for managers 
on how to craft a capital structure. 


Skaggs, Bruce C. and Mark Youndt 


Strategic Positioning, Human Capital, and Perfor- 
mance in Service Organizations: A Customer Inter- 
action Approach 


Vol. 25, No. 1, January 2004, 85-99 


This study employs a customer interaction 
approach to examine how service organizations’ 
strategic positioning relates to their human capital, 
and how the interaction between strategic posi- 
tioning and human capital impacts organizational 
performance. Results from 234 service organiza- 
tions in 96 different industries indicate very strong 
relationships between strategic positioning choices 
and human capital. We also find that certain combi- 
nations of strategic positioning and human capital 
result in superior performance. 
Strat. Mgmt. J., 27: 1-95 (2006) 
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Slater, Stanley F. and Eric M. Olson 


Strategy Type and Performance: The Influence of 
Sales Force Management 


Vol. 21, No. 8, August 2000, 813-829 


The basic premise of the strategy implementation 
literature is that different business strategies 
require different configurations of organizational 
practices to achieve optimal performance. Sales 
force management is a key functional activity and 
should contribute to the successful implementation 
of business strategy. In this study, we examine 
the relationship between multiple sales force 
management practices and performance within 
each of Miles and Snow’s (1978) strategy types. 
The explanatory power of the eight models tested 
is quite high (incremental adjusted R° > 0.25 
for six of the eight models). Thus, we find 
substantial support for the general proposition that 
the different strategy types require individualized 
profiles of sales force management practices 
for optimal effectiveness and that sales force 
management is important to the successful 


implementation of business strategy. 


Slater, Stanley F. and Eric M. Olson 


Marketing’s Contribution to the Implementation of 
Business Strategy: An Empirical Analysis 


Vol. 22, No. 11, November 2001, 1055-1067 


This paper describes a study that assesses the 
performance implications of matching marketing 
Strategy to business strategy. In order to conduct 
this study, we first reviewed the literature on 
marketing strategy to identify its key dimensions. 
We then conducted a survey of 1000 senior 
marketing executives about the strategic marketing 
practices adopted in their respective firms or 
business units, and developed scales to describe | | 
strategic marketing activities. We next performed 
a K-means cluster analysis using these scales 
to develop a taxonomy of marketing strategy 
types consisting of: Aggressive Marketers, Mass 
Marketers, Marketing Minimizers, and Value 
Marketers. We then observed that superior 
performance at the firm or SBU level was 
achieved when specific marketing strategy types 
were matched with appropriate Miles and Snow 
(1978) business strategy types. 
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Somaya, Deepak 


Strategic Determinants of Decisions Not to Settle 
Patent Litigation 


Vol. 24, No. 1, January 2003, 17-38 


Settlement outcomes in patent litigation are 
modeled as resulting from strategies pursued by 
firms with their patented technologies. Hypotheses 
are derived for two types of influences: the use 
of patents as isolating mechanisms to protect 
valuable strategic stakes, and their ‘defensive’ 
role in obtaining access to external technologies 
through mutual hold-up. Parameter estimates from 
a sample selection probit model provide support 
for the strategic stakes hypotheses, while the 
evidence for mutual hold-up is inconclusive. 
Interindustry comparisons show that nonsettlement 
of patent suits in both research medicines and 
computers is increased by strategic stakes and, 
in addition, mutual hold-up appears to play an 
important role in computer patent suits. 


Song, Jaeyong 


Firm Capabilities and Technology Ladders: 
Sequential Foreign Direct Investments of Japanese 
Electronics Firms in East Asia 


Vol. 23, No. 3, March 2002, 191-210 


This paper investigates how investments in 
capabilities offer platforms for the upgrading or 
downgrading of overseas subsidiaries’ activities 
along a ‘technology ladder’ in response to 
macroeconomic changes. By analyzing panel 
data on Japanese electronic firms in East 
Asia from 1988 to 1994, the empirical results 
confirm the importance of capabilities at host 
country, parent company, and local subsidiary 
levels in sequential foreign investment decisions. 
The results show that subsidiary capabilities 
offset macroeconomic factors influencing location 
decisions of multinational corporations. 


Song, Michael, Roger J. Calantone and 
C. Anthony Di Benedetto 


Competitive Forces and Strategic Choice Deci- 
sions: An Experimental Investigation in the United 
States And Japan 


Vol. 23, No. 10, October 2002, 969-978 
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Managers operate in a complex, uncertain 
environment and tend to form simplified models 
in order to cope with this environment and 
make competitive strategic decisions (i.e., cost- 
leadership, differentiation, or focus). In this study, 
we use an experimental design to examine the 
strategic choice decision-making process in firms 
located in the United States and Japan. We 
develop several main-effect propositions regarding 
managerial selection of competitive strategies, 
depending on the competitive forces (buyer power, 
threat of substitutes, threat of new firm entry, 
and high intensity of rivalry) they are facing. 
We propose a main effect due to country of 
origin: Japanese managers prefer a cost-leadership 
strategy more than American managers do. We 
also propose several interaction effects regarding 
cross-national differences in strategy selection 
between Japanese and U.S. managers. To test 
our propositions, we collected experimental data 
from 316 U.S. executives and 459 Japanese 
executives. We assessed relative impacts of 
the competitive forces on strategic decision- 
making using a multilevel regression analysis. 
The research findings indicated that high buyer 
power and high substitution threat were associated 
with a preference for cost-leadership strategies, 
and Japanese managers were significantly more 
likely to prefer a cost-leadership strategy than U.S. 
managers. We also found that, under conditions 
of high buyer power, U.S. managers were less 
likely than Japanese managers to enter a market 
with a differentiation or focus strategy. We found 
little support for other interaction hypotheses, 
suggesting points of similarity between U.S. and 
Japanese managers. We conclude with a discussion 
of theoretical and managerial implications of our 
results. 


Sorenson, Olav 


Letting the Market Work for You: An Evolutionary 
Perspective on Product Strategy 


Vol. 21, No. 5, May 2000, 577-592 


Managers must choose to allocate scarce resources 
either to the maintenance of a range of products 
tailored to heterogeneous consumer preferences 
or to the efficient production of a small number 
of products. In addition, managers must choose 
the degree to which they periodically cull the 
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product line. Vigorous selection removes poor 
performers from the product line, but this 
action simultaneously impairs the firm’s ability 
to monitor changes in consumer preferences. 
Empirical evidence from the computer workstation 
industry reveals that the ideal choice of product 
variety depends on the competitive ecology of the 
industry. Product variety becomes less valuable 
as the total number of products on the market 
increases, but it increases in value as uncertainty 
makes the accurate prediction of demand difficult. 


Sorenson, Olav and Jesper B. S@rensen 


Finding the Right Mix: Franchising, Organiza- 
tional Learning, and Chain Performance 


Vol. 22, Special Issue, June—July 2001, 713-724 


Franchising provides an increasingly important 
vehicle for entrepreneurial wealth creation and 
accounts for a large and growing share of business 
in the retail and service sectors. Chains—which 
operate in dispersed markets—most frequently 
use this form of governance. These firms must 
balance the centralization and standardization 
required for efficiency with the adaptation 
needed for success in varied local markets. By 
adopting an organizational learning perspective, 
we argue that the mix of company-owned and 
franchised units affects this balance, thereby 
influencing chain performance. In particular, the 
different incentives facing company managers 
and the entrepreneurs that manage franchises 
encourage distinct patterns of organizational 
learning. Franchised establishments provide better 
opportunities for the firm to learn through 
experimentation; however, companies find it easier 
to diffuse this information and enforce standards 
through their company-owned units. Analyses of 
franchised restaurant chains in the United States 
provide empirical evidence of this trade-off. 


Spanos, Yiannis E. and Spyros Lioukas 


An Examination into the Causal Logic of 
Rent Generation: Contrasting Porter’s Competitive 
Strategy Framework and the Resource-Based 
Perspective 


Vol. 22, No. 10, October 2001, 907-934 


In this study we revisit some fundamental 
questions that are increasingly at the heart of 
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current strategic management discourse regarding 
the relative impact of industry and firm-specific 
factors on sustainable competitive advantage. We 
explore this issue by referring to respective 
assertions of two major perspectives that dominate 
the literature over the last two decades: the 
Porter framework of competitive strategy and the 
more recent resource-based view of the firm. A 
composite model is proposed which elaborates 
upon both perspectives’ divergent causal logic with 
respect to the conditions relevant for firm success. 

Empirical findings suggest that industry and firm 
specific effects are both important but explain 
different dimensions of performance. Where 
industry forces influence market performance and 
profitability, firm assets act upon accomplishments 
in the market arena (i.e., market performance), and 
via the latter, to profitability. The paper concludes 
with directions for future research that will seek to 
integrate both content and process aspects of firm 
behavior. 


Spanos, Yiannis E., George Zaralis and Spy- 
ros Lioukas 


Strategy and Industry Effects on Profitability: 
Evidence from Greece 


Vol. 25, No. 2, February 2004, 139-165 


The present study examines the impact of firm 
and industry-specific factors on profitability, using 
census data on Greek manufacturing. At the firm 
level, particular attention is given to strategy 
effects. Based on a modification of Porter’s 
typology, these effects are captured through 
different forms of both ‘pure’ and ‘hybrid’ 
strategies. Industry effects are represented using 
industry concentration, entry barriers, and growth. 
Hypotheses are developed taking into account both 
previous research and the particular idiosyncrasies 
of the national context. The results obtained 
provide important insights on specific determinants 
of firm profitability. With respect to strategy, 
results confirm the hypothesis that hybrid strategies 
are clearly preferable compared to pure ones. 
In addition, it was found that the more generic 
strategy dimensions are included in the strategy 
mix, the more profitable the strategy is, provided 
that one of the key ingredients is low cost. 
Industry-level effects, although weaker, show 
strong impact of industry entry barriers. Moreover, 
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the findings suggest that while both sets of factors 
significantly contribute to firm profitability, firm- 
specific factors explain more than twice as much 
profit variability as industry factors. 

Spencer, Jennifer W. 

Firms’ 


Knowledge-Sharing Strategies in the 


Global Innovation System: Empirical Evidence 
from the Flat Panel Display Industry 


Vol. 24, No. 3, March 2003, 217-233 


This paper explores the relationship between firms’ 
strategies to share knowledge with their innovation 
system and innovative performance. The empirical 
analysis showed that many firms designed 
strategies to share technological knowledge with 
competitors, and those firms that shared knowledge 
with their innovation system earned higher 
innovative performance than firms that did not 
share knowledge. In addition, firms that interacted 
with their global innovation system earned higher 
innovative performance than firms that interacted 
with only their national innovation system. These 
results should help managers and researchers 
understand how to devise technology strategies in 
globally integrated industries. 


Steensma, H. Kevin and Marjorie A. Lyles 


Explaining IJV Survival in a Transitional Economy 
through Social Exchange and Knowledge-Based 
Perspectives 


Vol. 21, No. 8, August 2000, 831-851 


In this study, we combine social exchange and 
knowledge-based perspectives to develop a general 
path model of IJV survival. We further refine 
our expectations by considering the transitional 
economic context of our study and the somewhat 
unique managerial values resulting from the 
legacy of Marxist ideology. Results from structural 
equation modeling suggest that an imbalance in 
the management control structure between the 
parents leads to parental conflict and an increased 
likelihood of IJV failure. An imbalance in the 
ownership control structure, however, had no 
influence on conflict or survival. In general, 
support from the foreign parent is positively 
related to IJV learning and IJV survival. However, 
higher levels of technical support provided by the 
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foreign parent to the IJV reduced the level of 


parental conflict, whereas management support had 
no effect on conflict. Our results suggest some 
dilemmas for firms pursuing IJVs in transitional 
economies. Although the foreign parent often 
contributes critical resources to the IJV, providing 


it with bargaining power and a high level of 


influence, an imbalance in management control 
between the partners may ultimately be detrimental 
to IJV survival. 


Stern, Ithai and Andrew D. Henderson 


Within-Business Diversification in Technology- 
Intensive Industries 


Vol. 25, No. 5, May 2004, 487-505 


This study extends diversification research to a 
new level of analysis, examining how within- 
business diversification, which occurs when firms 
extend existing product lines or expand into new 
ones, affects organizational survival. While prior 
research suggests that corporate-level diversifica- 
tion accounts for relatively little variation in per- 
formance, within-business diversification matters 
a great deal, by influencing which start-ups sur- 
vive and which firms better cope with rapid envi- 
ronmental change. Specifically, we find that the 
relationship between within-business diversity and 
survival is contingent on the amount of environ- 
mental change wrought by a firm’s competitors as 
they simultaneously diversify their own product 
portfolios and innovate technologically. Analysis 
of the population of U.S. personal computer man- 
ufacturers from the industry’s founding in 1975 


through 1994 supports our premise: Regardless of 


its effects across businesses, diversification matters 
a great deal within them. 


Stuart, Toby E. 
Interorganizational Alliances and the Performance 
of Firms: A Study of Growth and Innovation Rates 


in a High-Technology Industry 


Vol. 21, No. 8, August 2000, 791-811 


This paper investigates the relationship between 


intercorporate technology alliances and firm 
performance. It argues that alliances are access 
relationships, and therefore that the advantages 
which a focal firm derives from a_ portfolio 
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of strategic coalitions depend upon the resource 
profiles of its alliance partners. In_ particular, 
large firms and those that possess leading-edge 
technological resources are posited to be the most 
valuable associates. The paper also argues that 
alliances are both pathways for the exchange of 
resources and signals that convey social status and 
recognition. Particularly when one of the firms 
in an alliance is a young or small organization 
or, more generally, an organization of equivocal 
quality, alliances can act as endorsements: they 
build public confidence in the value of an 
organization’s products and services and thereby 
facilitate the firm’s efforts to attract customers and 
other corporate partners. The findings from models 
of sales growth and innovation rates in a large 
sample of semiconductor producers confirm that 
organizations with large and innovative alliance 
partners perform better than otherwise comparable 
firms that lack such partners. Consistent with 
the status-transfer arguments, the findings also 
demonstrate that young and small firms benefit 
more from large and innovative strategic alliance 
partners than do old and large organizations. 


Subramaniam, Mohan and N. Venkatraman 


Determinants of Transnational New Product 
Development Capability: Testing the Influence 
of Transferring and Deploying Tacit Overseas 
Knowledge 


Vol. 22, No. 4, April 2001, 359-378 


Based on a survey of 90 transnational prod- 
uct introductions, we find that the transnational 
product development capabilities of organizations 
significantly depend upon their ability to trans- 
fer and deploy tacit knowledge concerning over- 
seas markets. Specifically, we find that organiza- 
tions which use cross-national teams, teams with 
members who have prior Overseas experience, or 
teams whose members communicate frequently 
with overseas managers in order to acquire infor- 
mation about tacit differences among countries 
have greater transnational product development 
capabilities. This study contributes to our under- 
standing of how organizations transfer and deploy 
knowledge across borders for competitive advan- 
tage and makes an important contribution to the 
literature on global strategy. 
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Takeishi, Akira 


Bridging Inter- and Intra-Firm Boundaries: Man- 
agement of Supplier Involvement in Automobile 
Product Development 


Vol. 22, No. 5, May 2001, 403-433 


Outsourcing has become an important strategy for 
many firms. Yet, firms need to compete with their 
competitors who also outsource and may share the 
same suppliers. This article explores how a firm 
could outperform others in managing the division 
of labor with a supplier in product development. 
Drawing on the empirical data collected from the 
Japanese auto industry, this paper shows that an 
automaker needs capabilities to coordinate various 
activities both externally with a supplier and 
internally within its own organization, in order to 
gain better component development performance. 
Overall, the results imply that outsourcing does not 
work effectively without extensive internal effort. 


Tan, Justin and Mike W. Peng 


Organizational Slack and Firm Performance 
During Economic Transitions: Two Studies From 
an Emerging Economy 


Vol. 24, No. 13, December 2003, 1249-1263 


How does organizational slack affect firm 
performance? Organization theory posits that 
slack, despite its costs, has a positive impact 
on firm performance. In contrast, agency theory 
suggests that slack breeds inefficiency and 
inhibits performance. The empirical evidence, 
largely from developed economies, has _ been 
inconclusive. Moreover, little effort has been 
made to empirically test whether such an impact 
(positive or negative) is linear or curvilinear. This 
article joins the debate by extending empirical 
work to the largely unexplored 
economic transitions. Specifically, two studies, 
based on survey and archival data (N = 57 
and 1532 firms, respectively), are undertaken in 
China’s emerging economy. Our results suggest 
(1) that organization theory generates stronger 
predictions when dealing with unabsorbed slack, 
and (2) that agency theory yields stronger validity 
when focusing on absorbed slack. Furthermore, we 
also find that the impact of slack on performance 
is curvilinear, which resembles inverse U-shaped 
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context of 
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curves. Overall, our findings call for a contingency 
perspective to specify the nature of slack when 
discussing its impact on firm performance. 


Thomas III, L. G. 


Are We All Global Now? Local versus Foreign 
Sources of Corporate Competence: The Case of 
the Japanese Pharmaceutical Industry 


Vol. 25, Special Issue, August-September 2004, 
865-886 


This study links the highly distinctive national 
contexts of the pharmaceutical industry to the 
evolution of innovative capabilities for Japanese 
drug firms from 1975 to 1995. During these 
two decades, the Japanese domestic environment 
for pharmaceuticals changed radically, encourag- 
ing a ‘bubble’ of trivial innovations. Experience 
by Japanese firms in their domestic market pre- 
dominantly determined their innovative capabili- 
ties, pushing these firms towards trivial innovation. 
Corporate experience in the socially ‘proximate’ 
markets of Southern Europe served as a strategic 
complement for significant innovation by Japanese 
drug firms, and thus as a partial counterweight to 
the home market. Unfortunately, corporate diver- 
sification was a strategic substitute for significant 
innovation, and many Japanese drug firms are sig- 
nificantly diversified. The resulting degradation of 
innovative capability for Japanese drug firms has 
locked most of them into an increasingly unattrac- 
tive home market. 


Thomas, Louis and Keith Weigelt 


Product Location Choice and Firm Capabilities: 
Evidence from the U.S. Automobile Industry 


Vol. 21, No. 9, September 2000, 897—909 


We test theories of product differentiation and 
firm capabilities using data from the U.S. 
automobile industry. We find managers introduce 
new models close to their existing ones but far 
from rival models. We also find entrants and 
foreign manufacturers locate models closer to rival 
models. These results are consistent with both 
economic models of product differentiation and 
theories of firm capabilities. 
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Thomke, Stefan and Walter Kuemmerle 


Asset Accumulation, Interdependence and Tech- 
nological Change: Evidence from Pharmaceutical 
Drug Discovery 


Vol. 23, No. 7, July 2002, 619-635 


Although the resource-based view of the firm 
has been written about extensively, the process 
by which firm assets are accumulated has not 
been explored in detail. That is, we know little 
about the micro-level mechanisms by which assets 
are built, nor do we have sufficient empirical 
evidence why some assets are more difficult to 
imitate, trade, or substitute. In this exploratory 
paper, we attempt to provide a better understanding 
of asset accumulation via an empirical research 
program in pharmaceutical drug discovery. Using 
a combination of field research, discovery data 
from nine pharmaceutical firms, and data on 
218 alliances involving new technologies for 
experimentation and testing, three causes affecting 
asset accumulation are identified and described. 
First, the difficulty of imitating a particular asset 
is affected by interdependencies with other assets. 
Second, trading of assets can be impeded by 
structural inertia in the core of a firm that is 
adopting the technology asset. And third, fully 
specifying all factors affecting imitation and 
trading ex ante is very, difficult, if not nearly 
impossible, under conditions of rapid technological 
change. We propose that the complex interactions 
of these causes can give rise to imperfections in 
factor markets. Finally, implications for further 
research are discussed as well. 


Thomsen, Steen and Torben Pedersen 


Ownership Structure and Economic Performance 
in the Largest European Companies 


Vol. 21, No. 6, June 2000, 689-705 


The paper examines the impact of ownership struc- 
ture On company economic performance in 435 of 
the largest European companies. Controlling for 
industry, capital structure and nation effects we 
find a positive effect of ownership concentration 
on shareholder value (market-to- book value of 
equity) and profitability (asset returns), but the 
effect levels off for high ownership shares. Fur- 
thermore we propose and support the hypothesis 
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that the identity of large owners—family, bank, 
institutional investor, government, and other com- 
panies—has important implications for corporate 
strategy and performance. For example, compared 
to other owner identities, financial investor owner- 
ship is found to be associated with higher share- 
holder value and profitability, but lower sales 
growth. The effect of ownership concentration is 
also found to depend on owner identity. 


Tippins, Michael J. and Ravipreet S. Sohi 


IT Competency and Firm Performance: Is 
Organizational Learning a Missing Link? 


Vol. 24. No. 8, August 2003, 745-761 


Many companies have developed _ strategies 
that include investing heavily in information 
technology (IT) in order to enhance their 
performance. Yet, this investment pays off for 
some companies but not others. This study 
proposes that organization learning plays a 
significant role in determining the outcomes of IT. 
Drawing from resource theory and IT literature, 
the authors develop the concept of IT competency. 
Using structural equations modeling with data 
collected from managers in 271 manufacturing 
firms, they show that organizational learning plays 
a significant role in mediating the effects of IT 
competency on firm performance. 


Toulan, Omar N. 


The Impact of Market Liberalization on Vertical 
Scope: The Case of Argentina 


Vol. 23, No. 6, June 2002, 551-560 


This paper analyzes the impact of market 
liberalization on the vertical scope of firms. Using 
the case of Argentina, it is shown how the 
opening of the economy can improve contracting 
abilities and heighten competition, increasing the 
ability and incentive of firms to outsource. Survey 
findings support the main hypothesis as well as the 
specific importance of reforms relating to inflation, 
import costs, and heightened demand standards in 
increasing the use of outsourcing. A case study of 
the steel producer Siderar, highlights that while 
firms may reduce their presence in peripheral 
activities, they may also increase their presence in 
core areas so as to increase their value proposition. 
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Tripsas, Mary and Giovanni Gavetti 


Capabilities, Cognition, and Inertia: Evidence from 
Digital Imaging 


Vol. 21, Special Issue, October-November 2000, 
1147-1161 


There is empirical evidence that established firms 
often have difficulty adapting to radical techno- 
logical change. Although prior work in the evo- 
lutionary tradition emphasizes the inertial forces 
associated with the local nature of learning pro- 
cesses, little theoretical attention has been devoted 
in this tradition to understanding how manage- 
rial cognition affects the adaptive intelligence of 
organizations. Through an in-depth case study of 
the response of the Polaroid Corporation to the 
ongoing shift from analog to digital imaging, we 
expand upon this work by examining the rela- 
tionship between managers’ understanding of the 
world and the accumulation of organizational capa- 
bilities. The Polaroid story clearly illustrates the 
importance of managerial cognitive representations 
in directing search processes in a new learning 
environment, the evolutionary trajectory of orga- 
nizational capabilities, and ultimately processes of 
organizational adaptation. 


Tsai, Wenpin 


Social Capital, Strategic Relatedness and the 
Formation of Intraorganizational Linkages 


Vol. 21, No. 9, September 2000, 925-939 


This paper investigates the evolutionary dynam- 
ics of network formation by analyzing how orga- 
nizational units create new interunit linkages for 
resource exchange. Using sociometric techniques 
and event history analysis, this study predicts the 
rate at which new interunit linkages are created 
between a newly formed unit and all the exist- 
ing units in a large multinational organization. 
Two important constructs: social capital, derived 
from the literature on social structure and net- 
work formation, and strategic relatedness, derived 
from research on diversification and the resource- 
based view of the firm, are used to explain the 
rate of new linkage creation. Results show that 
the interaction between social capital and strate- 
gic relatedness significantly affects the formation 
of intraorganizational linkages. 
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Tsang, Eric W. K. 


Acquiring Knowledge by Foreign Partners from 
International Joint Ventures in a Transition Econ- 
omy: Learning-by-Doing and Learning Myopia 


Vol. 23, No. 9, September 2002, 835-854 


This paper proposes and tests a model of how firms 
acquire knowledge from their international joint 
venturing experience. Based on survey responses 
from 73 Singapore and 89 Hong Kong firms with 
respect to their joint ventures set up in China, 
the results indicate that both overseeing effort and 
management involvement are significant channels 
of knowledge acquisition. The former channel is 
more important for firms with a great deal of 
operational experience in China and for parents 
of older joint ventures. This finding indicates that 
firms improve their skills of knowledge acquisition 
through learning-by-doing. Moreover, the strategic 
importance of the venture concerned, instead of 
the learning intent of the parent, is the driving 
force behind the allocation of resources to the 
two channels. This implies that firms mainly learn 
through managing their key joint ventures. Since 
a venture that provides novel and fruitful learning 
experience may not, and need not, be an operation 
of great strategic importance, this finding suggests 
the existence of learning myopia. 


Tuschke, Anja and Wm. Gerard Sanders 


Antecedents and Consequences of Corporate 
Governance Reform: The Case of Germany 


Vol. 24, No. 7, July 2003, 631-649 


The paper examines the antecedents and con- 
sequences of the voluntary adoption of corpo- 
rate governance reform in firms embedded in a 
relationship-based governance system with less 
protection of minority shareholders. In such loca- 
tions, ownership structure should be a key determi- 
nant of governance reform. Firms with dispersed 
ownership are likely to face agency problems but 
may lack sufficient ownership power in the hand 
of external owners for adoption to occur. Exten- 
sive ownership by external parties facilitates adop- 
tion but decreases the need and motivation to 
adopt governance reform. We examined the adop- 
tion of stock-based incentive plans and transparent 
accounting regulations (e.g., greater disclosure to 
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shareholders) among large German firms (DAX 
100) during the late 1990s. We found an inverse 
‘U’-shaped relationship between ownership con- 
centration and governance reform. In addition, we 
found that firms adopting governance reform were 
more likely to engage in corporate divestitures and 
achieve higher levels of market performance than 
firms not adopting governance reform. 


Uzzi, Brian and James J. Gillespie 

Knowledge Spillover in Corporate Financing 
Networks: Embeddedness and the Firm’s Debt 
Performance 


Vol. 23, No. 7, July 2002, 595-618 


Building on social embeddedness theory, we 


examine how the competencies and resources of 


one corporate actor in a network are transferred 
to another actor that uses them to enhance 
transactions with a third actor—a strategic process 
we dub ‘network transitivity.’ Focusing on the 
properties of network transitivity, in the context 
of small-firm corporate finance, we consider 
how embedded relations between a firm and its 
banks facilitate the firm’s access to distinctive 
capabilities that enable it to strategically manage 
its trade-credit financing relationships. We apply 
theory and original case-study fieldwork to 
explore the types of resources and competencies 
available through bank—firm relationships and to 
derive hypotheses about how embedded bank-—firm 
relationships affect the strategy of small- to 
medium-sized firms. Using a separate large-scale 


data set, we then test the generalizability of 


our hypotheses. Our qualitative analyses show 
that embedded bank-—firm ties provide special 
governance arrangements that facilitate the firm’s 
access to bank-centered informational and capital 
resources, which uniquely enhance the firm’s 
ability to manage trade credit. Consistent with 
our arguments, our statistical analyses show that 
small- to medium-sized firms with embedded ties 
to their bankers were more likely to take lucrative 
early-payment trade discounts and avoid costly 
late-payment penalties than were similar firms 
that lacked embedded ties—suggesting that social 
embeddedness beneficially affects the financial 
performance of the firm. 
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Vassolo, Roberto S., Jaideep Anand and Timo- 
thy B. Folta 


Non-additivity in Portfolios of Exploration Activ- 
ities: A Real Options-based Analysis of Equity 
Alliances in Biotechnology 


Vol. 25, No. 11, November 2004, 1045-1061 


Firms invest in exploration-oriented activities to 
seek competitive advantage and in response to 
changing environments. Real options formulations 
represent an emerging strand of thinking on such 
investments. In this paper we begin with the 
observation that firms often simultaneously invest 
in multiple exploration projects. We identify two 
sources of potential interactions among these real 
options investments. First, we investigate the 
effects of correlations between the outcomes in 
different options. Second, we analyze the effects 
of investments that are fungible across project 
options. We show that under different conditions 
multiple options can be sub-additive (due to 
redundancies in outcomes) or super-additive (due 
to fungible inputs). We test the implications of our 
model with data from the biotech industry and find 
supporting evidence. Our model and results have 
some interesting implications for the exploration 
literature and real options lens. 


Vermeulen, Freek and Harry Barkema 


Pace, Rhythm, and Scope: Process Dependence in 
Building a Profitable Multinational Corporation 


Vol. 23, No. 7, July 2002, 637-653 


Many potential benefits of foreign expansion have 
been identified in the literature, yet empirical 
support that multinational firms perform better 
than domestic firms is mixed. This paper takes a 
longitudinal perspective and argues that how much 
a firm benefits from having foreign subsidiaries 
depends on its process of internationalization. 


We argue that a firm’s capacity to absorb 
expansion is subject to constraints: some expansion 
patterns increase profitability less than others, 
owing to diseconomies of time compression. We 
hypothesize that the speed of internationalization, 
the spread of the geographical and product markets 
entered, and the irregularity of the expansion 
pattern negatively moderate a firm’s increase in 
profitability resulting from international expansion. 
Strat. Mgmt. J., 27: 1-95 (2006) 
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Model estimations based on panel data raised 
strong support for these predictions. 


Vicente-Lorente, José David 
Specificity and Opacity as Resource-Based Deter- 


minants of Capital Structure: Evidence for Spanish 
Manufacturing Firms 


Vol. 22, No. 2, February 2001, 157-177 
In this work we develop an analytical framework 
to examine the effects of strategic investments 


on the financial policy of the firm. From the 
resource-based approach of the firm, nontradable 


and difficult-to-copy assets are the basis of 


a sustainable competitive advantage. However, 
imperfections in the resource markets can also be 
interpreted as sources of costs and/or restrictions 
from a financial point of view. Specificity and 
opacity are the features of strategic resources that 


enable us to identify the financial implications of 


the resource-based strategy. 
We have tested our theoretical framework using 


a sample of Spanish nonfinancial firms. Our 


results show that highly specific and opaque 
resources limit the borrowing capacity of the 
firm, while other transparent strategic assets affect 
financial leverage positively. Our findings suggest 
two main implications for strategy formulation 
and implementation: (1) there are unobservable 
financial costs that must be considered for a correct 
evaluation of a sustainable competitive advantage 
based on strategic resources; and (2) the financial 
policy of a ‘resource-driven’ firm is_ partially 
determined by the features of its strategic resource 
bundle. 


Walker, Gordon, Tammy L. Madsen and Gary 
Carini 


How Does Institutional Change Affect Hetero- 
geneity Among Firms? 

Vol. 23, No. 2, February 2002, 89-104 

This paper examines the variation in performance 
of incumbents and entrants following the deregu- 
lation of prices and entry in the airline industry. 
Our approach is similar to earlier studies of inter- 
firm performance heterogeneity across industries. 
Drawing on theories of industry evolution, we 
hypothesize that the performance of entrants will 
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have higher variance than incumbents. Further, 
given the opportunities offered by price deregula- 
tion, we propose that incumbents will have higher 
variance in performance under deregulation than 
in the earlier regime. The findings indicate that 
entrant performance heterogeneity is significantly 
greater than incumbent performance heterogeneity 
following deregulation, but that the variation in 
performance among incumbents does not signifi- 
cantly change when deregulation occurs. The sec- 
ond result is surprising given the range of service 
and process innovations that incumbents initiated. 
These results suggest that the distinction between 
entrants and incumbents is critical to future stud- 
ies of performance variation within and across 
industries. 


Westphal, James D. and James W. Fredrickson 


Who Directs Strategic Change? Director Experi- 
ence, the Selection of New CEOs, and Change in 
Corporate Strategy 


Vol. 22, No. 12, December 2001, 1113-1137 


We develop a theory of board-directed strategic 
change in which directors (1) conceive changes in 
corporate strategy that reflect the strategies of their 
own home companies, and (2) select new CEOs 
who have prior experience with similar strategies 
to facilitate implementation. The findings show 
that, while the experience of new CEOs appears 
to predict corporate strategic change, these effects 
disappear after accounting for board experience. 
Thus, our results suggest that executive effects on 
strategy can mask board effects. 


Wiklund, Johan and Dean Shepherd 
Knowledge-Based Resources, Entrepreneurial Ori- 
entation, and the Performance of Small and 


Medium-Sized Businesses 


Vol. 24, No. 13, December 2003, 1307-1314 


While theory suggests that management has dis- 
cretion in manipulating resources in order to build 
competitive advantage, resource-based research 
has focused on the characteristics of resources, 
paying less attention to the relationship between 
those resources and the way firms are organized. In 
explaining performance, entrepreneurship scholars 
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have focused on a firm’s entrepreneurial strate- 
gic orientation (EO), leaving its interrelationship 
with internal characteristics aside. We argue that 
EO captures an important aspect of the way 
a firm is organized. Our findings suggest that 
knowledge-based resources (applicable to discov- 
ery and exploitation of opportunities) are positively 
related to firm performance and that EO enhances 
this relationship. 


Winter, Sidney G. 
The Satisficing Principle in Capability Learning 


Vol. 21, Special Issue, October-November 2000, 
981-996 


Whether an organization has a certain capability is 


often a matter of degree. Thus, in the context of 


initial learning of a capability, there is generally 
no clear-cut or automatic answer to the question 
of when an organization should be expected 
to cut back its learning efforts and affirm that 
the desired capability has been achieved. This 
paper offers a simple conceptual model for this 
question, based on the satisfying principle. More 
specifically, the question addressed is: ‘When 
does overt learning stop?’—where ‘overt’ learning 
is understood as being marked by observable 


allocation of attention and resources to the task of 


acquiring the capability. The model provides the 
framework for a discussion of various influences 
on the aspiration level in the satisfying model, and 
hence on the nature of the capability that has been 
achieved when learning stops. 

Overt learning efforts may be resumed at 
some time later if external factors operate to lift 
aspiration levels relevant to the capability. The 
paper discusses how such ‘re-ignition’ of learning 
may occur as a result of an organizational crisis, 
or of the institution of a quality management 
program. 


Winter, Sidney G. 
Understanding Dynamic Capabilities 


Vol. 24, Special Issue, October 2003, 991-995 


Defining ordinary or ‘zero-level’ capabilities as 
those that permit a firm to ‘make a living’ in the 
short term, one can define dynamic capabilities 
as those that operate to extend, modify, or 
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create ordinary capabilities. Logically, one can 
then proceed to elaborate a hierarchy of higher- 
order capabilities. However, it is argued here that 
the strategic substance of capabilities involves 
patterning of activity, and that costly investments 
are typically required to create and sustain such 
patterning—for example, in product development. 
Firms can accomplish change without reliance 
on dynamic capability, by means here termed 
‘ad hoc problem solving.” Whether higher-order 
capabilities are created or not depends on the costs 
and benefits of the investments relative to ad hoc 
problem solving, and so does the ‘level of the 
game’ at which strategic competition effectively 
occurs. 


Wolf, Joachim and William G. Egelhoff 


A Reexamination and Extension of International 
Strategy-Structure Theory 


Vol. 23, No. 2, February 2002, 181-189 


Using a sample of 95 German firms, the study 
finds general support for the traditional fits of 
international strategy—structure theory. Employing 
an information-processing perspective, the study 
conceptualiy and empirically extends existing 
theory (1) to address strategy—structure fit for 
various types of matrix structure, and (2) by 
adding two new elements of international strategy 
to the existing international strategy—structure 
model: the level of international transfers and level 
of foreign R&D. 

Karl 


Worren, Moore and Pablo 


Cardona 


Nicolay, 


Modularity, Strategic Flexibility, and Firm Perfor- 
mance: A Study of the Home Appliance Industry 


Vol. 23, No. 12, December 2002, 1123-1140 


Recent theorizing has proposed that modular 
product and process architectures are key 
enablers of strategic flexibility. We formulated 
an integrative conceptual model encompassing 
antecedents, contributing factors, and outcomes of 
modularity. We then tested this model on data 
from managers in U.S. and U.K. home appliance 
companies using structural equations modeling. 
The results indicate a positive relationship between 
modular product architectures and performance, 
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with product model variety as a mediating 
variable. The results also highlight linkages 
between perceptions of market context and the use 
of modular products architectures, and between 
complementary organizational capabilities and 
firm performance. 


Wright, George and Paul Goodwin 


Eliminating a Framing Bias by Using Simple 
Instructions to ‘Think Harder’ and Respondents 
with Managerial Experience: Comment on ‘Break- 
ing the Frame’ 


Vol. 23, No. 11, November 2002, 1059-1067 


This paper shows that, in terms of experimental 
design and ecological validity, the recent study 
by Hodgkinson ef al. (1999) does not ‘indicate 
that the framing bias is likely to be an important 
factor in strategic decision making.’ Nor does 
it suggest that ‘cognitive mapping provides an 
effective means of limiting the damage accruing 
from this bias... We show that the framing 
bias demonstrated by Hodgkinson ef al. can be 
removed by a simpler ‘think-harder’ manipulation 
with undergraduate respondents and, further, show 
that the bias is not present in the decisions 
of experienced respondents. We also demonstrate 
that, for experienced respondents, factors such as 
avoidance of risk and the creation of new strategies 
also characterize strategic decision making. Such 
components were not captured by Hodgkinson 
et al.’s experimental tasks. 


Wright, Peter, Mark Kroll, 
and Bonnie Van Ness 


Augustine Lado 


The Structure of Ownership and Corporate 
Acquisition Strategies 


Vol. 23, No. 1, January 2002, 41-53 


In this study, we examine in an agency-theoretic 
context the influence of executive equity stakes 
upon corporate strategy and firm value. We 
argue that beneficial, risk-increasing corporate 
strategies may initially be emphasized but non- 
value-maximizing, risk-reducing strategies may 
subsequently be emphasized as managers expand 
their stock ownership. We alternatively contend 
that stock options may have a consistently positive 
impact on firm risk taking and acquisition returns. 


Copyright © 2006 John Wiley & Sons, Ltd. 


Five Year Index Issue, 2000—2004 93 


The empirical findings are supportive of our 
expectations. 


Yin, Xiaoli and Edward J. Zajac 


The Strategy/Governance Structure Fit Rela- 
tionship: Theory and Evidence in Franchising 
Arrangements 


Vol. 25, No. 4, April 2004, 365-383 


Despite widespread recognition of the importance 
of strategy—structure fit, e.g., diversification and 
divisionalization, research has yet to address 
the possibility of similar fit issues for other 
structural forms of organization, such as the choice 
of franchised vs. company-owned governance 
structures. In this study, we depart from the 
usual debates regarding the superiority of one 
governance structure over another and argue 
that performance differences between these 
two alternative governance structures may be 
attributable more to the matching of one structure 
with a correspondingly appropriate — strategy. 
Specifically, we posit that stores will act in fit- 
enhancing ways by pursuing strategies that are 
more congruent with their governance structure; 
i.e., that franchised stores, with their more flexible 
and decentralized structures, will be more likely 
to pursue strategies that emphasize flexibility and 
local adaptation, whereas company-owned stores 
will tend to pursue strategies that emphasize 
predictability and control. We also argue that 
those stores acting in such a manner will enjoy 
subsequent performance benefits. We develop 
these ideas around strategy/governance structure 
fit and test our hypotheses using longitudinal data 
from over 6000 stores within one of the biggest 
U.S. restaurant chains from 1991 to 1997. 


Yli-Renko, Helena, Erkko Autio and Harry J. 
Sapienza 


Social Capital, Knowledge Acquisition, and 
Knowledge Exploitation in Young Technology- 
Based Firms 


Vol. 22, Special Issue, June—July 2001, 587-613 


Employing a sample of 180 entrepreneurial 
high-technology ventures based in the United 
Kingdom, we examine the effects of social 
capital in key customer relationships on knowledge 
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acquisition and knowledge exploitation. Building 
on the relational view and on social capital 
and knowledge-based theories, we propose that 
social capital facilitates external knowledge 
acquisition in key customer relationships and 
that such knowledge mediates the relationship 
between social capital and knowledge exploitation 
for competitive advantage. Our results indicate 
that the social interaction and network ties 
dimensions of social capital are indeed associated 
with greater knowledge acquisition, but that 
the relationship quality dimension is negatively 
associated with knowledge acquisition. Knowledge 
acquisition is, in turn, positively associated with 
knowledge exploitation for competitive advantage 
through new product development, technological 
distinctiveness, and sales cost efficiency. Further, 
our results provide evidence that knowledge 
acquisition plays a mediating role between social 
capital and knowledge exploitation. 


Young, Gary J., Martin P. Charns and Stephen 
M. Shortell 


Top Manager and Network Effects on the Adoption 
of Innovative Management Practices: A Study of 


TQM in a Public Hospital System 
Vol. 22, No. 10, October 2001, 935-951 


This paper reports findings from a_ study 
that combined two theoretical perspectives—top 
manager and _ network/institutional—-to examine 
the factors influencing organizations to adopt 
innovative management practices. The study 
setting was a system of public hospitals and the 
innovation was Total Quality Management (TQM). 
Study results indicate that both top manager 
and network/institutional factors are important 
determinants of whether and when organizations 
adopt innovations. However, as predicted, the 
relative importance of these two sets of factors 
appears to change as an innovation becomes more 
widely diffused. 


Zaheer, Srilata and Akbar Zaheer 
Market Microstructure in a Global B2B Network 
Vol. 22, No. 9, September 2001, 859-873 


On-line marketplaces raise several interesting 
issues, among them the relevance of location 
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when content is digitized, and the assessment of 
a supplier's capabilities when buyers worldwide 
only have electronic contact with sellers. In global 
B2B on-line marketplaces, market microstructures, 
i.e., which firms compete for the same customers, 
are thus likely to be influenced by how customers 
value location and firm capabilities in_ their 
decisions to do business with different suppliers 
on-line. We suggest that both these sets of 
attributes will continue to matter on-line—firms 
possessing similar capabilities, as well as firms that 
are similar in location by country, time zones or 
clusters, will compete for business from the same 
customers. We model the siinilarity in competitive 
positions between pairs of firms based on the 
overlap in their customer networks, using data on 
actual interactions between supplier and customer 
banks on an electronic trading system. Using QAP 
network regression techniques on the 100 largest 
banks in this industry, we find that similarity in 
capabilities influences who competes with whom, 
and that location still matters in a global B2B 
exchange. Interestingly, location influences who a 
firm’s competitors are, but not where its customers 
are from. 


Zahra, Shaker A. and Anders P. Nielsen 


Sources of Capabilities, Integration and Technol- 
ogy Commercialization 


Vol. 23, No. 5, May 2002, 377-398 


In recent years, companies have increased their 
use of internal and external sources in pursuit 
of a competitive advantage through the effective 
and timely commercialization of new technology. 
Grounded in the resource-based view of the 
firm, this study examines the effect of a 
company’s use of internal and external sources 
on multiple dimensions of successful technology 
commercialization (TC). The study also explores 
the moderating role of formal vs. informal 
integration mechanisms on these relationships. 
Applying a longitudinal design and data from 119 
companies, the results show that internal human 
and technology-based manufacturing sources 
are positively associated with successful TC. 
Formal and informal integration mechanisms also 
significantly moderate the relationships observed 
between capability sources and TC. 
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Zajac, Edward J., Matthew S. Kraatz and Rudi 
K. F. Bresser 


Modeling the Dynamics of Strategic Fit: A 
Normative Approach to Strategic Change 


Vol. 21, No. 4, April 2000, 429-453 


This study develops and tests a dynamic 
perspective on strategic fit. Drawing from 
contingency and resource-based arguments in 
the strategy and organizational theory literatures, 
we propose a distinctive analytical approach 
to identify environmental and _ organizational 
contingencies that should predict changes in a 
firm’s strategy and the performance implications of 
such changes. We test our model using extensive 
longitudinal data from over 4000 U.S. savings 
and loan institutions during a period when many 
S&Ls considered changing strategic direction. The 
findings support our model of dynamic strategic 
fit. Specifically, we find that (1) the timing, 
direction, and magnitude of strategic changes can 
be logically predicted based on differences in 
specific environmental forces and organizational 
resources, and (2) organizations that deviated from 


our model’s prediction of dynamic strategic fit 
(i.e., changed more or changed less than our model 


prescribed) experienced negative performance 
consequences. We conclude by discussing the 
implications of our approach and findings for 
future research on strategic fit and strategic change. 


Zollo, Maurizio and Harbir Singh 


Deliberate Learning in Corporate Acquisitions: 
Post-acquisition Strategies and Integration Capa- 
bility in U.S. Bank Mergers 


Vol. 25, No. 13, December 2004, 1233-1256 


This paper introduces a knowledge-based view 
of corporate acquisitions and tests the post- 
acquisition consequences on performance of inte- 
gration decisions and capability-building mecha- 
nisms. In our model, the acquiring firm decides 
both how much to integrate the acquired firm and 
the extent to which it replaces this firm’s top man- 
agement team. It can also learn to manage the post- 
acquisition integration process by tacitly accumu- 
lating acquisition experience and explicitly codify- 
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ing it in manuals, systems, and other acquisition- 
specific tools. Using a sample of 228 acquisitions 
in the U.S. banking industry, we find that knowl- 
edge codification strongly and positively influences 
acquisition performance, while experience accu- 
mulation does not. Furthermore, increasing levels 
of post-acquisition integration strengthen the pos- 
itive effect of codification. Finally, the level of 
integration between the two merged firms signifi- 
cantly enhances performance, while replacing top 
managers in the acquired firm negatively impacts 
performance, all else being equal. Implications are 
drawn for both organizational learning theory and 
a knowledge-based approach to corporate strategy 
research. 


Zott, Christoph 


Dynamic Capabilities and the Emergence of 
Intraindustry Differential Firm Performance: In- 
sights from a Simulation Study 


Vol. 24, No. 2, February 2003, 97-125 


This paper explores how the dynamic capabilities 
of firms may he linked to differential firm per- 
formance within an industry. A formal model is 
presented in which dynamic capabilities are treated 
as a set of routines guiding the evolution of a firm’s 
resource configuration. The model centers on the 
endogenous choice firms make between resource 
deployment through imitation and experimentation 
in order to generate alternative resource configu- 
rations. Three performance-relevant attributes of 
dynamic capabilities are proposed: timing, cost, 
and learning of resource deployment. Theoretical 
propositions are developed that suggest how these 
attributes contribute to the emergence of differ- 
ential intraindustry firm performance. Simulation 
analysis offers insights into the trajectories of evo- 
lutionary change engendered by dynamic capabil- 
ity, and serves to refine the theoretical proposi- 
tions. It is found that timing, cost, and learning 
effects foster the emergence of robust performance 
differences among firms with strikingly similar 
dynamic capabilities. Moreover, the results show 
that even small initial differences among firms can 
generate significant intraindustry differential firm 
performance, especially when the effects of timing, 
cost and learning are combined. 
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